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tion  or  a  NOFA  has  been  published  prior 
to  the  determination  to  use  a  preap¬ 
proved  site,  the  Invitation  or  NOFA  may 
hpt  be  cancelled  or  amended  in  order  to 
use  such  preapproved  site. 

8.  The  proposed  provision  to  permit 
HUD  to  authorize  local  governing  bodies 
to  advertise  for,  receive,  and  evaluate 
Proposals  (Sec.  880.203(e)  of  the  pro¬ 
pose  regulations)  has  been  deleted. 
Many  ccHuments  expressed  concern  that 
the  administrative  difSculties  of  such  a 
procedure  and  the  extra  layer  of  proc¬ 
essing  would  not  further  the  objectives 
(rf  the  program  or  speed  processing. 
However,  HUD  is  interested  in  testing 
this  alternative  and  may  provide  waivers 
to  permit  local  governing  bodies  to  ad¬ 
vertise  tor,  receive,  and  evaluate  propos¬ 
als  in  selected  localities. 

9.  Sec..-  880.304  has  been  revised  by 
deleting  from  the  final  regulations  the 
detailed  list  of  various  HUD  and  other 
requirements  to  be  included  in  the  De¬ 
veloper’s  Packet.  Since  the  contents  of 
the  Packet  usually  must  be  adapted  to 
the  specUlc  NOFA,  and  may  also  have 
to  be  dumged  from  time  to  time,  it  was 
determined  not  to  be  desirable  to  pub¬ 
lish  the  detailed  list  in  the  final  regu¬ 
lations.  As  revised.  Sec.  880.204(a)  pro¬ 
vides  that  the  Packet  shall  include 
a  copy  of  the  New  Construction  regula¬ 
tions  and  HUD  forms  required  for  sub- 
mlsskm  of  a  Preliminary  Proposal  and 
.shall  indtoate  where  HUD  Minimum 
Property  Standards  and  other  applicable 
items  may  be  obtained.  The  provision  also 
requires  that  the  Packet  shall  Include 
other  requirements  and  information  nec¬ 
essary  to  enable  Interested  parties  to  pre¬ 
pare  and  submit  a  Preliminary  Proposal. 
The  HUD  Handbook  will  continue  to 
specify  In  detail  the  information  required 
to  be  hi  the  Packet. 

10.  Sec.  880.304(b)  provides  that 
any  Owner  may  request  a  meeting  with 
the  field  office  to  obtain  additional  guid¬ 
ance  and  assistance  prior  to  submitting 
a  PropoMd.  This  provision  is  based  on 
the  Sm.  880.304  of  the  proposed  regula¬ 
tions. 

11.  Some  comments  suggested  tliat 
Sec.  880.205(h),  relating  to  evidence  of 
zoning  to  be  included  in  the  Preliminary 
Proposal,  should  be  clarified.  Accord¬ 
ingly,  the  provision  has  been  clarified 
to  include  several  examples  of  the  pos¬ 
sible  basis  for  an  Owner’s  belief  that 
acticm  necessary  to  make  the  construc¬ 
tion  permlsBible  imder  zoning  regulations 
will  be  completed  before  submission  of 
the  architect’s  certification.  ’These  exam¬ 
ples  are;  a  summary  of  results  of  similar 
recent  requests  for  rezoning  and  prelimi¬ 
nary  indications  of  acceptability  from 
zoning  bodies. 

12.  Sec.  880.205(1),  regarding  reloca¬ 
tion  plans  to  be  Included  in  the  Prelim¬ 
inary  Proposal,  has  been  revised  to 
clarify  that  the  requirement  for  a  state- 
moit  of  how  necessary  relocation  pay¬ 
ments  will  be  funded  applies  only  in 
the  case  of  a  PHA-Owner  Proposal,  and 
to  specify  that  other  Proposals  need  only 
demonstrate  that  relocation  is  feasible. 

13.  Many  ccmiments  stated  that  the 
provision  In  Sec.  880.205  (m)  requiring 


Title  24 — Housing  and  Urban  Development  (c)  ’The  provisions  that  a  Final  Pro- 
CHAPTER  VIII— LOW  INCOME  HOUSING,  be^b^tted  together  yfdth  or 

DEPARTMENT  OF  HOUSING  AND  UR-  f  f 

BAN  DEVELOPMENT  been  included  in  Sec.  880.203(c). 

Comments  suggested  that  such  provl- 
[  Docket  No.  R  76-380  j  sions  were  not  necessary  and  would  lead 

PART  880 — SE(mON  8  HOUSING  ASSIST-  to  confusion.  Conforming  changes  have 
ANCE  PAYMENTS  PROGRAM— NEW  been  made  elsewhere  in  the  regulations. 

CONSTRUCTION  4.  Sec.  880.203(b)  has  been  revised  to 

The  Department  gave  notice  on  g^vide  that  information  copies  of  the 
March  5,  1976,  at  41  FR  9682  that  it  is  may  also  be  sent  to  sponsors  of 

was  proposing  to  amend  Title  24  of  the 
code  of  Federal  Regulations  by  revising 

Secs.  880.201  through  880.209  and  by  ®  a^ist^ce  ^  ^ 

The  Deoartment  has  received  more  already  undergone  some  proc- 

received  more  gggjjjg  jj.  jg  the  housing 

than  40  ctMnments  from  sources  outside 

-jc  could  be  completed  and  families  placed 

offireQ  ^  occupancy  in  a  shorter  period  of  time. 

M  resiwnse  to  the  g  880.203'(d) ,  which  has  been 

J^e^^areS  comWel^'  Subpart  B  from  Uie  proj^ 

Subpart  C.  provides  for  other  appropriate 
^ve  been  m^e  to  toe  prop<K^  re^a-  jjjggug  qj  notification  for  new  communi- 
tions,  as  set  forth  below,  b^ed  on  these  proiects  and  PHA-Owned  Projects, 
comments.  A  disc^lon  of  toe  principal  (See  s4.  880.302(d)  of  the  proposed 
changes  and  of  toe  more  recurrent  and  regulations  ) 

si^cant  wmments  is  set  forth  below.  g  comments  suggested  that  the 

1.  In  light  of  com^nts  rec^ved  con-  regulations  should  facilitate  the  use  of 

Section  8  in  connection  with  Farmers 
forth  in  Subi^  B  and  C  as  puWtehed  Home  Administration  (FmHA)  Pro- 
forcomn^^  it  has  b«n  determined  that  grams.  Accordingly,  Sec.  880.203(b)  has 
a  serrate  Subpart  ^  is  Mt  neces^ry.  revised  to  require  toe  field  office 

^e  best  f»ti^  of  S^p^C  have  be^  ^  notify  the  FmHA  of  publication  of  a 
Incorporated  Into  Sub^rt  B  to  cr»te  hoFA.  In  addition.  Sec.  880.205(m).  re- 
a  simpler  and  more  ^ient  procediw  gardlng  the  submission  of  method  and 
to  carry  out  toe  objectives  of  toe  terms  of  financing  with  a  Preliminary 
program.  .  ^  .  Proposal,'  has  been  revised  to  provide 

been  revis^  to  that  if  an  Owner  proposes  to  use  toe 
require  toe  fie  ^  office  to  prepare  a  sched-  ptuHA  Sec.  515  Rural  Housing  Program, 
ule  for  publishing  a  Notification  of  Fund  the  Owner  shall  submit,  in  lieu  of  toe 
Availability  (NOFA)  or  inviting  Pro-  evidence  of  financing  otherwise  required, 
posals  for  preapproved  sites.  evidence  that  a  preapplication  has  been 
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that  the  Preliminary  Proposal  include  a 
letter  of  intent  from  a  lender  or  similar 
evidence  that  financing  is  available  was 
unrealistic  because  few  lenders  would 
make  such  a  commitment  at  the  Prelim¬ 
inary  Proposal  stage.  Accordingly,  Sec. 
880.205 (m>  has  been  revised  to  delete  this 
requirement  and  to  require  Instead  evi¬ 
dence  of  review  and  interest  by  a  lender 
or  bond  imderwriter  or  counsel  or  simi¬ 
lar  evidence  that  financing  would  likely 
be  available  if  the  Proposal  is  selected. 

14.  Sec.  880.206(a),  ‘’Submission  Re¬ 
quirements,”  has  been  revised  to  delete 
the  provision  authorizing  the  field  office 
to  accept  Proposals  received  after  the 
deadline.  Various  comments  expressed 
concern  that  such  a  policy  would  result 
in  abuses  and  processing  delays. 

15.  Some  comments  suggested  that  the 
confidentiality  of  information  provision 
was  inconsistmt  with  distributing  Pro¬ 
posals  for  comment  to  A-95  clearing¬ 
houses  and  to  units  of  general  local  gov¬ 
ernment  pursuant  to  Section  213  of  the 
HCD  Act.  Accordingly,  Sec.  880.206(b) 
has  been  revised  to  require  that  Pro¬ 
posals  be  held  confidential  only  imtil  the 
deadline  established  by  HUD  or  any  ex¬ 
tensions  thereof,  and  to  provide  that 
confidentiality  shall  not  apply  after  a 
Proposal  has  been  submitted  to  the  unit 
of  general  local  government  or  A-95 
Clearinghouse. 

16.  A  new  Sec.  880.207(a)(2),  which 
has  been  moved  to  Subpart  B  from  the 
pr(H>osed  Subpart  C,  provides  for  the 
field  office  to  make  a  preliminary  debt 
service  analysis  as  part  of  the  Prelimi¬ 
nary  Evaluation.  (See  Sec.  880.306  of  the 
proposed  regulations.) 

17.  In  response  to  comments,  Sec. 
880.207(b)  (3)  has  been  clarified  to  state 
that  after  selection  of  his  Preliminary 
Proposal  the  Owner  may  submit,  prior 
to  the  submission  of  his  Final  Proposal, 
either  an  application  for  a  Site  Appraisal 
and  Market  Analysis  Letter  or  Condi¬ 
tional  Commitment  with  the  required 
fee  where  he  Is  requesting  that  the  Pro¬ 
posal  be  eligible  for  a  ONMA  commit¬ 
ment. 

18.  Sec.  880.208(a),  “Preliminary 
Evaluation,”  has  been  revised  by  delet¬ 
ing  the  specific  reference  to  consistency 
of  the  Proposal  with  any  applicable 
Local  Housing  Plan  because  this  require¬ 
ment  is  adequately  covered  by  the  site 
standards  in  Sec.  880.112  and  by  Sec. 
880.208(a)  (6). 

19.  Sec.  880.208(5)  has  been  revised  to 
include  a  review  to  ascertain  whether 
the  managing  agent  lacks  the  ability  to 
carry  out  the  proposed  management  and 
maintenance  services. 

20.  A  new  Sec.  880.208(c).  “EligibUity 
for  Technical  Processing,”  has  been 
added  to  clarify  how  a  Proposal  is  foimd 
eligible  for  Technical  Processing. 

21.  A  new  Sec.  880.208(d)  (1)  has  been 
added  to  provide  that  the  field  office  may 
determine  to  shorten  the  deadline  if  it 
finds  that  a  sufficient  number  of  Pro¬ 
posals  are  eligible  for  Technical  Proc¬ 
essing  and  at  least  10  calendar  days  re¬ 
main  until  the  deadline.  In  such  cases 
the  field  office  shall  notify  in  writing  all 
those  who  have  registered  (see  Sec.  880.- 


203(c)  (4) )  that  no  Proposals  will  be  ac¬ 
cepted  after  a  specified  date  (at  least  5 
workftog  days  after  the  date  of  the 
mailing). 

22.  Sec.  880.208(d)(2)  provides  that 
if  the  office  finds  that  not  enough  Pro¬ 
posals  eligible  for  Technical  Processing 
have  been  received,  it  may  extend  the 
deadline  by  publishing  a  notification  to 
this  effect. 

23.  Sec.  880.208(e),  “Technical  Proc¬ 
essing.”  has  been  reorganized  and  clari¬ 
fied  in  a  number  of  respects.  In  addition, 
a  new  Sec.  880.208(e)  (7)  has  been  added 
to  provide  that  where  Preliminary  Eval¬ 
uation  has  been  completed  for  all  Pro¬ 
posals  and.  on  the  basis  this  evaluation 
and  such  Technical  Processing  as  has 
taken  place,  it  is  clear  that  one  or  more 
Proposals  are  superior,  the  field  office  di¬ 
rector  may  direct  that  Technical  Proc¬ 
essing  be  completed  first  on  such  Pro¬ 
posals.  If  such  superior  Proposals,  would 
utilize  all  available  contract  authority. 
Technical  Processing  of  the  remaining 
Proix)sals  may  be  suspended;  otherwise, 
the  remaining  Proposals  shall  continue 
in  processing. 

24.  Hie  title  of  Sec.  880.208(f)  has  been 
clarified  by  a  change  from  “Selection 
Where  Approval  Proposals  Do  Not  Ex¬ 
ceed  Number  of  Units  Advertised”  to 
“Selection  Where  There  is  Sufficient 
Contract  Authority  for  All  Approvable 
Proposals,”  and  a  conforming  change  has 
been  made  in  the  body  of  the  paragraph. 
(See  also  Sec.  880.208(j)  regarding  use 
of  residual  units,  which  has  been  simi¬ 
larly  revised.) 

25.  The  title  of  Sec.  880.208(g)  has 
been  changed  from  “Selection  Where  Ap¬ 
provable  Proposals  Exceed  Number  of 
Units  Advertised”  to  “Selection  Where 
Contract  Authority  Is  Insufficient  for  All 
Approvable  Proposals,”  and  a  conform¬ 
ing  change  has  been  made  in  the  body  of 
the  paragraph.  This  change  is  similar  to 
the  one  being  made  in  item  24  above. 

26.  Sec.  880.208(g)  (1)  has  been  revised 
to  provide  a  preference  for  Proposals  re¬ 
sponding  to  local  ordinances  which  re¬ 
quire  or  encourage  projects  with  a  speci¬ 
fied  proportion  of  assisted  units  (not  to 
exceed  20  percent)  and  Proposals  of 
more  than  50  units  of  non-elderly  hous¬ 
ing  which  indicate  that  assistance  will 
be  limited  to  20  percent  or  less  of  the 
units. 

27.  Sec.  880.208(g)  (2)  has  been  revised 
to  provide  that  the  estimated  maximiun 
number  of  units  in  the  NOPA  may  be 
exceeded  if  funds  are  made  available 
such  as  from  receipt  of  an  additional  al¬ 
location  of  contract  authority. 

28.  Sec.  880.208(f)  (1)  (i) ,  regarding  the 
inclusion  of  a  statement  of  the  accepta¬ 
ble  Contract  Rents  in  the  notification 
of  selection  of  the  Preliminary  Proposal, 
has  been  revised  to  require  that  a  state¬ 
ment  of  the  rents  approved  for  purposes 
of  FHA  mortgage  insurance  shall  also  be 
included  where  appropriate. 

29.  In  response  to  some  comments.  Sec. 
880.209(b),  “Consistency  with  Prelimi¬ 
nary  Proposal,”  has  been  revised  to  per¬ 
mit  the  Owner  to  request,  with  his  Final 
Proposal  or  architect’s  certification,  an 
Increase  in  Contract  Rents  over  those 


approved  in  the  Preliminary  Proposal. 
The  field  office  may  approve  such  an 
increase  if  it  determines  that  its  previous 
findings  regarding  reasonableness  of 
rents  were  in  error  because  of  increases 
in  construction  costs,  real  property  taxes, 
utility  rates  or  similar  costs  (i.e.,  assess¬ 
ments,  and  utilities  not  covered  by  regu¬ 
lated  rates)  in  excess  of  those  taken  into 
accoimt  by  HUD  in  determining  reason¬ 
ableness  of  the  proposed  Contract  Rents; 
provided,  however,  that  the  increased 
Contract  Rents  may  not  exceed  either 
the  Fair  Market  Rent  limitations  or  the 
initially  proposed  Contract  Rents.  The 
Owner  must  support  his  request  with 
documentation  evidencing  the  increases 
in  such  costs. 

30.  A  provision  has  been  added  to  Sec. 
880.218(b)  (1)  to  provide  that  in  the  se¬ 
lection  of  tenants  by  an  Owner  no  local 
residency  requirements  or  priority  sys¬ 
tems  relating  to  place  of  residence  may 
be  applied  to  applicants  who  are  work¬ 
ing  in  the  community.  This  provision 
conforms  to  the  one  proposed  to  be  added 
to  the  regulation  for  the  Housing  Assist¬ 
ance  Payments  Program — Existing 
Housing  at  40  FR  9998  (March  8,  1976). 

31.  Conforming  changes  and  several 
clarifications  are  being  made  in  Subpart 
A  as  discussed  below: 

(a)  The  definitions  of  “Final  Proposal” 
and  “Preliminary  Proposal”  in  Sec.  880.- 
102  are  revised  to  conform  to  changes  in 
terminology. 

(b)  A  definition  of  “Notification  of 
Fund  Availability”  is  added  to  Sec. 
880.102. 

(c)  The  definition  “Private  Owner/ 
PH  A  Proposal  and  Private  Owner/ PHA 
Project”  is  revised  to  include  a  statement 
that  the  term  also  covers  the  situation 
where  the  ACC  is  with  one  PHA  and  the 
Owner  is  another  PHA. 

(d)  Sec.  880.104(a)  has  been  clarified 
and  has  been  revised  to  Include  a  perfer- 
ence  for  Proposals  responding  to  local 
ordinances  which  require  or  encourage 
development  of  projects  containing  a 
specified  proportion  of  assisted  units,  not 
to  exceed  20  percent. 

(e)  Sec.  880.108,  “Initial  Contract 
Rents,”  has  been  clarified  to  provide  that 
the  Fair  Market  Rent  limitations  apply 
on  a  unit  by  unit  basis.  In  addition,  the 
authority  to  approve  Contract  Rents,  up 
to  120  percent  of  the  Fair  Market  Rent 
has  been  changed  from  the  Assistant 
Secretary  for  Housing  Production  and 
Mortgage  Credit  to  the  Regional  Admin¬ 
istrator, 

(f)  Sec.  880.110(d),  “Overall  Limita¬ 
tion,”  relating  to  rent  adjustments,  has 
been  clarified  to  provide  that  the  limita¬ 
tion  does  not  prohibit  differences  in  rents 
between  assisted  and  comparable  imas- 
sisted  imits  to  the  extent  such  differences 
exist  with  respect  to  the  initial  Contract 
Rents. 

(g)  The  provision  of  Sec.  880.111(a) 
stating  that  high-rise  elevator  projects 
for  families  with  children  may  not  be 
utilized  unless  HUD  determines  there  is 
no  practical  alternative  has  been  clari¬ 
fied  to  indicate  that  the  restriction  does 
not  apply  in  the  case  of  housing  predomi¬ 
nantly  for  the  elderly.  This  is  a  technical 
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correction  to  ccxiXonn  to  the  language  In 
the  Act. 

(h)  Sec.  880.113(a)  lelattug  to  reloca¬ 
tion  requirements  has  beoi  revised  to 
conform  to  See.  880.20S(D . 

(I)  In  resp(mse  to  a  comment  from  the 
D^mrtment  oi  the  Interior,  a  new  Sec. 
880.114(e)  has  been  added  to  the  list 
of  “Other  Federal  Requlrunents”  stating 
that  the  fcdlowlng  are  sqiplicable  to  the 
program:  the  National  Historic  Pres¬ 
ervation  Act  of  1966,  the  Archeological 
and  Historic  Preservation  Act  of  1974, 
and  Executive  Order  11593  on  Protection' 
and  Enhancement  of  the  Cultural  En¬ 
vironment,  including  procedures  pre¬ 
scribed  by  the  Advisory  Ck>unsel  on  His¬ 
toric  Preservation. 

(J)  Sec.  880.121(b)  has  been  clarified 
to  state  that  where  the  PHA  fails  to  com¬ 
ply  with  tile  Ccmtract  with  the  Owner 
and  if  HUD  determines  that  a  default 
exists,  HUD  will  assure  that  the  obliga¬ 
tions  of  the  PHA  to  the  Owner  are  car¬ 
ried  out. 

(k)  Sec.  880.125(c),  “Recoupment  of 
Savings  in  Financing  Cost,"  has  been 
clarified. 

(l)  A  new  Sec.  880.126  has  been  added 
to  set  forth  the  applicability  of  these 
amendments  to  Invitations  fcx*  Proposals 
outstanding  as  of  the  date  of  publication 

the  amendmoits. 

Sul^iarts  A  and  B  are  being  repub¬ 
lished  In  their  entirety  so  that  the  regu¬ 
lations  will  be  available  in  one  place  for 
the  convenience  of  program  participants 
and  other  interested  parties. 

A  Finding  of  Inapplicability  respecting 
the  National  Environmental  Policy  Act 
of  1969  has  been  made  in  accordance 
with  HUD  procedures.  A  copy  of  this 
Rndlng  of  Inapplicability  will  be  avail¬ 
able  fen*  public  Inspection  during  regttlar 
business  hours  at  the  office  of  the  Rules 
Docket  Cfierk,  Rotun  10245,  Department 
of  Housing  and  Urban  Development,  451 
Seventii  Street,  S.'W.  Washiiigton,  D.C. 

Acoordhigly,  25  CTFR  Part  880  Is  re¬ 
vised  by  amending  the  entire  text  to  read 
as  follows: 

Subpart  A — Applicability, -Scape  and  Basic 
Policlaa 

Sec. 

880.101  Applicability  and  Scope. 

880.103  Definitions. 

880.103  Demmstration  of  Need  for  New 

Oonstruction  Projects;  Compli¬ 
ance  With  Sectiem  213  of  TICD  Act. 

880.104  Preference  for  Certain  Types  of 

Projects. 

880.105  Maxlmxim  Total  Annxial  Cmitract 

Commitment  and  Project  Account 
(Private-Owner  or  PHA-Owner 
Projects) . 

880.106  Maximum  Total  ACC  Commitment 

and  Project  Accoimt  (Private- 
Owner/PHA  Projects). 

880.107  Housing  Assistance  Payments  to 

Owners. 

880.108  Initial  Contract  Bents. 

880.109  Term  of  Housing  Assistance  Pay¬ 

ments  Contract. 

880.110  Bent  Adjustments. 

880.111  Types  of  Housing  and  Property 

Standards. 

880.112  Site  and  Neighborhood  Standards. 
880 J 18  Belooatlon. 

•80.114  OCber  Pedenal  Bequirements. 
•■0.118  Flnandng. 

880.11<  Security  and  Utility  Deposits. 


Sec. 

880.117  Establishment  of  Income  Limit 

Schedules;  SO  Percent  Occupancy 
by  Very  Low-Income  Pamllles. 

880.118  Establishment  of  Amoxmt  of  Hous¬ 

ing  Assistance  Payments. 

880.119  BeqxMislbUities  of  tl»  Owner. 
880.130  Besponsibllity  for  (Contract  Admin¬ 
istration,  and  Defaults  (Private- 
Owner  and  PHA-Owner  Projects) . 

880.121  Besponsibllity  for  Contract  Admin¬ 

istration,  and  Defaults  (Prlvate- 
Owner/PHA  Projects). 

880.122  Rights  Of  Owner  if  PHA  Defaults 

Under  Agreement  (Prlvate-Own- 
er/PHA  Projects). 

880.133  Separate  Project  Requirement. 
880.124  Oonverslons. 

880.135  Projects  Financed  With  Proceeds 
From  Sale  of  Bonds  or  Notes. 
880.126  ApplicabUlty  of  this  Part  to  Invita- 
-tlons  for  Pr(q>osaIs  Outstanding 
on  April  26, 1976. 

Subpart  B — Project  Devetopment  and  Operatien 
880301,  AUocations  of  Contract  Authority 
to  Field  Offices. 

880302  Determination  of  Number  and 
Types  of  Units  to  Be  Assisted; 
New  Construction  Program. 

880303  Notifications  of  Fund  Availability. 
880.204  Obtaining  Program  Information. 
880306  Contents  of  Preliminary  Propoeals. 
880306  Submission  of  Preliminary  Propos¬ 
als. 

880307  Preliminary  Pr(qx>sals  Indicating 
HUD-FHA  Mortgage  Insurance. 
880.308  Preliminary  Evaluation,  Technical 
Processing  and  Selection  of  Pre¬ 
liminary  Proposals. 

880309  Final  PropomJa. 

880310  Evaluation  of  Final  Proposals. 
880311  Owner’s  Acceptance  of  Notification 
and  Submission  of  Architect's 
Certification. 

880.212  Annual  Contributions  Contract  and 

Agreement  (Private-owner/PHA 
Projects). 

880.213  Submimion  of  Estimates  of  Re¬ 

quired  Annual  fXmtrlbutlons 
(Private-Owner /PHA  Projects). 
880314  Preparation  and  Execution  of  Agree¬ 
ment  (Private-Owner  and  PHA- 
Owner  Projects). 

880315  Construction  Period. 

880316  Project  Completion. 

880317  Execution  of  Housing  Assistance 
Payments  Contract. 

880318  Marketing. 

880319  Lease  Bequirements. 

880330  Tormination  of  Tenancy. 

880321  Maintenance,  Operation  and  Inspec¬ 
tions. 

880.222  Reexamination  of  Family  Income, 
Composition  and  Extent  of  Excep¬ 
tional  Medical  or  Other  Unusual 
Expenses. 

880323  Overcrowded  and  Underoccupied 
Units. 

880324  Adjustment  of  Allowance  for  Utili¬ 
ties  and  Other  Services. 

880325  0>ntinued  Family  Participation. 
880.226  Inapplicability  Low-Rent  Public 
fusing  Modtf  Lease  and  Qrlev- 
ance  Procedures. 

880337  Reduction  of  Number  of  Contract 
Units  for  Failure  to  Lease  to  Eli- 
glble  Families. 

880328  HUD  Review  of  Contract  Compli- 
-  ance. 

880.229  PHA  reporting  requirements.  [Re¬ 
served] 

Afpxndicks 

•  •  •  * 

AxrTaoizrr:  Sec.  7(d) ,  Department  of  Hous¬ 
ing  and  Urban  Development  Act  (49  UJB.O. 
8585<d) );  sec.  6(b),  U.S.  Housing  Act  of  1937 


(42  UB.C.  1487c(b) ):  sec.  8.  UB.  Housing  Act 
of  1937  (42  nJB.C.  1437f ) . 

Subpart  A — AppfioabOlty,  Scopa  and  Basic 
Foliciai 

§  880.101  Applicability  and  scope. 

(a)  The  poUdes  and  procedures  con¬ 
tained  herein  are  applicable  to  the  mak¬ 
ing  of  Housing  Aaststance  Payments  on 
Behalf  of  Eligible  Families  leasing  newly 
constructed  housing  pursuant  to  the  pro¬ 
visions  of  section  8  of  the  UJ3.  Housing 
Act  of  1937  (“Act"). 

(b)  For  the  purpose  of  this  part,  “new 
construction"  shaJl  mean  newly  con¬ 
structed  housing  for  which,  prior  to  the 
start  of  construction,  cm  Agreement  to 
Enter  into  Housing  Assistance  Payments 
Contract  is  executed  between  the  Owner 
and  the  Department  of  Housing  and 
Urban  Development  (“HUD")  or  the 
Public  Housing  Agency.  However,  hous¬ 
ing  already  under  construction  may  be 
eligible  for  participation  if  all  subse¬ 
quent  actions  are  in  compliance  with  this 
Part  and  If  the  Owner  certifies  and 
demonstrates  to  the  satisfaction  of  HUD 
that: 

( 1 )  At  the  date  of  application  to  HUD, 
a  substantial  amount  of  construction 
(generally  at  iHut  25  percent)  remains 
to  be  completed;  and 

(2)  At  the  date  of  application  to  HUD, 
the  project  cannot  be  completed  with¬ 
out  a  commitmMit  for  assistance  under 
this  Part;  and 

(3)  At  the  time  construction  was  ini¬ 
tiated.  all  of  the  parties  reasonably 
expected  that  the  project  would  be  com¬ 
pleted  without  assistance  under  this 
Part. 

(c)  Conversions  of  section  23  projects 
to  the  section  8  program  will  be  per¬ 
mitted  where  appropriate,  provided  that 
all  parties  (including  HUD)  agree  to  the 
terms  and  conditions. 

§  880.102  Definitionn. 

Agreement  to  enter  into  Housing 
Assistance  Payments  Contract  {"Agree- 
menP’).  (a)  In  the  ease  of  a  Private- 
(5wner  Project  or  a  PHA-Owner  Project, 
a  written  agreement  between  the  Owner 
and  HUD  that,  upon  satisfactory  com- 
pletion  of  the  housing  in  accordance  with 
the  HUD-approved  Final  Proposal,  HUD 
will  enter  into  a  Housing  Assistance  Pay¬ 
ments  Contract  with  the  Owner.  (See 
Appendix  I  to  this  part.) 

(b)  In  the  case  of  a  Private-Owner/ 
PHA  Project,  a  written  agreement  be¬ 
tween  the  private  Owner  and  the  PHA, 
approved  by  HUD,  that,  upon  satisfac¬ 
tory  completion  of  the  housing  in  accord¬ 
ance  with  the  HUD-approved  Final  Pro¬ 
posal.  the  PHA  will  enter  into  a  Housing 
Assistance  Payments  Contract  with  the 
private  Owner.  (See  Appendix  IV  to  this 
part.) 

Allowance  for  utiliUes  and  other  serv¬ 
ices  ("Allowance'*).  An  amount  deter¬ 
mined  or  approved  by  HUD  as  an  allow¬ 
ance  for  the  cost  of  utilities  (except  tele- 
idione)  and  charges  for  other  services 
payable  directly  by  the  Family.  In  the 

Annaol  CoabibaNoiu  Contract 
("ACC").  In  the  case  of  a  Pitvate- 
Owner/PHA  Projeek  8  writtm  agree- 
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ment  between  HUD  and  the  PHA  to 
provide  annual  contributions  to  the  PHA 
with  respect  to  the  project.  (See  Ap¬ 
pendix  ni  to  this  part.) 

Contract.  See  definition  of  Housing 
Assistance  Payments  Contract. 

Contract  Rent.  The  rent  payable  to  the 
Owner  under  his  Contract  Including  the 
portion  of  the  rent  payable  by  the 
Family.  In  the  case  of  a  cooperative,  the 
term  “Contract  Rent”  means  charges 
under  the  occupancy  agree{nents  be¬ 
tween  the  members  and  the  cooperative. 

Decent,  Safe,  and  Sanitary.  Housing  is 
Decent,  Safe,  and  Sanitary  at  project 
completion  if  the  dwelling  units  and  re¬ 
lated  facilities  are  accepted  by  HUD  as 
meeting  the  requirements  of  ^e  Agree¬ 
ment.  (See  f  880.216.)  Housing  continues 
to  be  Decent.  Safe,  and  Sanitary  if  it  is 
being  maintained  in  a  condition  substan¬ 
tially  the  same  as  that  on  acceptance,  in 
all  pertinent  respects,  including  the  fol¬ 
lowing: 

(a)  Condition  of  the  exterior  (includ¬ 
ing  the  grounds)  and  the  interior  of  the 
structure  and  of  the  housing  unit; 

(b)  Operating  condition  of  sanitary 
facilities  and  of  solid  and  liquid  waste 
disposal  facilities; 

(c)  Operating  condition  of  kitchen  fa¬ 
cilities.  including  range  and  refrigerator, 
sink,  and  space  for  storage  of  food  and 
for  storage  of  utensils  and  dishes; 

(d)  Operating  condition  of  heating, 
lighting  and  ventilating  equipment  and/ 
or  other  facilities;  and 

(e)  Size,  number  of  rooms,  and  fur- 
nishability  in  relation  to  the  size  and  type 
of  Family  in  occupancy  in  accordance 
with  any  applicable  State  or  local  codes. 

Eligible  Family  {"Family”) .  A  Family 
which  qualifies  as  a  Lower-Income 
Family  and  which  meets  the  other  re¬ 
quirements  of  the  Act  and  this  part.  The 
term  Family  includes  an  elderly,  handi¬ 
capped,  disabled,  or  displaced  person  and 
the  remaining  member  of  a  tenant  family 
as  defined  in  section  3(2)  of  the  Act.  A 
Family’s  eligibility  for  housing  assist¬ 
ance  payments  continues  until  its  Gross 
Family  Contribution  equals  the  Gross 
Rent  for  the  dwelling  imit  it  occupies, 
but  the  termination  of  eligibility  at  such 
point  shall  not  affect  the  family’s  other 
rights  under  its  Lease  nca*  shall  such  ter¬ 
mination  preclude  resumption  of  pay¬ 
ments  as  a  result  of  subsequent  changes 
in  Income  or  other  relevant  circum¬ 
stances  during  the  term  of  the  Contract. 

Fair  Market  Rent,  (a)  The  rent,  in¬ 
cluding  utilities  (except  telephone), 
ranges  and  refrigerators,  parking,  and 
all  maintenance,  management  and  other 
services,  which,  as  determined  at  least 
annually  by  HUD,  would  be  required  to 
be  paid  in  order  to  obtain  privately  de¬ 
veloped  and  owned,  newly  constructed 
rental  housing  of  modest  (non-luxury) 
nature  with  suitable  amenities  and 
soimd  architectural  design  meeting  the 
objectives  of  the  HUD  Minimum  Prop¬ 
erty  Standards. 

(b)  Separate  Fair  Maiket  Rents  win 
be  established  for  dwelling  units  by  vari¬ 
ous  sizes  (number  of  bedrooms)  and 
types  (e.g.,  elevator,  row,  detached. 


mobile  homes;  housing  designed  for  the 
eVterly  or  handicapped  shall  be  a  sepa¬ 
rate  type  for  this  purpose) . 

(c)  The  Fair  Mai^et  Rents  wil  be 
publi^ed  in  the  Fbdbbal  Rbcistek,  and, 
in  order  to  allow  for  the  period  of  con¬ 
struction,  computation  of  the  published 
Fair  Market  Rents  wlU  Include  HUD’s 
estimate  of  anticipated  rent  Increases 
during  an  appropriate  future  period  as 
stated  in  the  publication.  Accordingly, 
for  any  given  project  for  which  the 
scheduled  construction  time  will  be  less 
than  such  future  period,  an  appropriate 
reduction  will  be  made  in  determining 
the  approvable  Contract  Rent. 

(d)  The  Fair  Market  Rent,  minus  the 
amount  of  any  api^icable  AUoa’ance  for 
Utilities  and  Other  Services  payable  di¬ 
rectly  by  the  Family,  shall  be  the  maxi¬ 
mum  amount  that  can  be  approved  as 
the  Contract  Rent,  except  that  the  maxi¬ 
mum  approvable  amount  may  be  lower 
as  stated  in  paragraph  (c)  of  this  defini¬ 
tion  and  may  be  hijjher  or  lower  as  pro¬ 
vided  in  $  880.108. 

Final  Proposal.  A  proposal  to  provide 
newly  constructed  housing  submitted  in 
response  to  a  HUD  notification  of  selec¬ 
tion  of  Preliminary  Proposal. 

Gross  Family  Contribution.  The  por¬ 
tion  of  the  Gross  Rent  payable  by  an 
EliTible  Family,  i.e.,  the  difference  be¬ 
tween  the  amount  of  the  housing  assist- 
aure  payment  payable  on  behalf  of  the 
Family  and  the  Gross  Rent. 

Gross  Rent.  The  Cmitract  Rent  plus 
any  Allow'ance  for  Utilities  and  Other 
Sendees. 

HCD  Act.  'The  Housing  and  Com¬ 
munity  Development  Act  of  1974. 

Housing  Assistance  Payments  Contract 
{“Contract”) .  (a)  In  the  case  of  a  Pri¬ 
vate-Owner  Project  or  a  PHA-Owner 
Project,  a  written  contract  between  the 
Owner  and  HUD  for  the  purpose  of  pro- 
%iding  housing  assistance  paymmts  to 
the  Owner  on  behalf  of  Eligible  Families. 
( See  Appendix  II  to  this  part.) 

(b)  In  the  case  of  a  Private-Owner/ 
PHA  Project,  a  written  contract  between 
the  private  Owner  and  the  PHA,  ap¬ 
proved  by  HUD,  for  the  purpose  of  pro¬ 
viding  housing  assistance  payments  to 
the  Owner  on  behalf  of  Eligible  Families. 
{ See  Appendix  V  to  this  part.) 

Housing  Assistance  Payment  on  Behalf 
of  Eligible  Family.  The  amount  of  hous¬ 
ing  assistance  payment  on  behalf  of  an 
Eligible  Family  determined  in  accordance 
with  schedules  and  criteria  established 
by  HUD.  (See  S  880.118.) 

HUD.  The  Department  of  Housing  and 
Urban  Development  or  its  designee. 

Income.  Income  from  all  sources  of 
each  member  of  the  household  as  deter¬ 
mined  in  accordance  with  criteria  estab¬ 
lished  by  HUD. 

Invitation  for  Preliminary  Proposals — 
New  Construction  ("Invitation  for  Pre¬ 
liminary  Proposals”).  A  published  notice 
inviting  the  submission  of  Preliminary 
Proposals  in  accordance  with  this  Part. 

Lease.  A  written  agrement  between 
an  Owner  and  an  Eligible  Family  for  the 
leasing  of  a  Decent.  Safe,  and  Sanitary 
dwelling  iinit  in  accordance  with  the 
applicable  Contract,  which  agreement  is 


ir  rr'mpliancc  with  the  provisions  of  this 
Part. 

Local  Housing  Assistance  Plan.  A 
housing  assistance  plan  submitted  by  a 
unit,  of  general  local  government  and 
approved  by  HUD  under  section  104  of 
the  HCTD  Act  or,  in  the  case  of  a  unit  of 
genei-al  local  government  not  p>articlpat- 
ing  under  1700  I  of  the  HCD  Act,  a 
housing  plan  which  contains  the  ele¬ 
ments  set  forth  in  section  104(a)(4)  of 
the  HCD  Act  and  which  is  approved  by 
the  Secretary  as  meeting  the  require¬ 
ments  of  section  213  of  that  Act. 

Lower-Income  Family.  A  family  whose 
Income  does  not  exceed  80  percent  of  the 
median  Income  tor  the  area  as  deter¬ 
mined  by  HUD  with  adjustments  for 
.smaller  or  larger  families,  except  that 
HUD  may  establish  Income  limits  higher 
or  lower  than  80  percent  on  the  basis 
of  its  findings  that  such  variations  are 
necessary  because  of  the  prevailing  levels 
of  construction  costs,  unusually  high  or 
low  Incomes,  or  other  factors. 

Minimum  Property  Standards.  HUD 
Minimum  Property  Standards  or  stand¬ 
ards  which  the  Secretary  finds  are  equiv¬ 
alent  to  or  exceed  such  HUD  standards. 

New  Communities.  New  community  de¬ 
velopments  approved  under  Title  TV  of 
the  Housing  and  Urban  Development  Act 
of  1968  and  Title  VII  of  the  Housing  and 
Urban  Development  Act  of  1970. 

Notification  of  Fund  Availability 
i“NOFA").  A  notice  published  by  HUD 
inviting  the  submission  of  Proposals  in 
accordance  with  Sec.  880.203. 

Owner.  Any  private  person  or  entity, 
including  a  coc^erative,  or  a  PHA,  having 
the  legal  right  to  lease  or  sublease  newly 
constructed  dwelling  units. 

PHA-Owner  Proposal  and  PHA-Owner 
Project.  A  proposal  for  a  project  under 
this  Part  (and  the  resulting  project)  to 
be  owned  by  a  PHA  throughout  the  term 
of  the  Agreement  and  Contract  where 
such  Agrecanent  and  Contract  are  to  be 
entered  into  between  the  PHA  and  HUD. 

Preliminary  Proposal.  A  proposal  to 
provide  newly  constructed  housing  sub¬ 
mitted  in  response  to  a  HUD  Invitation 
for  Preliminary  Proposals  or  a  Notifica¬ 
tion  of  Fund  Availability. 

Private-Owner /PH  A  Proposal  and  Pri¬ 
vate-Owner/PH  A  Project.  A  proposal  for 
a  project  under  this  Part  (and  the  re¬ 
sulting  project)  to  be  owned  by  a  private 
Owner  throughout  the  term  of  the  Agree¬ 
ment  and  Contract  where  such  Agree¬ 
ment  and  Contract  are  to  be  entered  into 
between  the  private  Owner  and  the  PHA 
pursuant  to  an  ACC  between  the  PHA 
and  HUD.  The  term  also  covers  the  situ¬ 
ation  where  the  ACC  is  with  one  PHA 
and  the  Owner  is  another  PHA. 

Private-Owner  Proposal  and  Private- 
Owner  Project.  A  proposal  for  a  project 
under  this  Part  (and  the  resulting  proj¬ 
ect)  to  be  owned  a  private  Owner 
throughout  the  term  of  the  Agreement 
anfi  Contract  where  such  Agreement  and 
Contract  are  to  be  entered  into  between 
the  private  Owner  and  HUD. 

Project  Account.  The  account  estab¬ 
lished  and  maintained  in  accordance 
with  S§  880.105  or  880.106. 


FEDERAL  REGISTER,  VOL.  41,  NO.  81 — MONDAY,  APRIL  26,  1976 


17472 

Public  Housing  Agency  (“PHA”) .  Any 
State,  county,  municipality,  or  other 
governmental  entity  or  public  body  (or 
agency  or  instrumentality  thereof) 
which  is  authorized  to  engage  in  or  assist 
in  the  development  or  operation  of  hous¬ 
ing  for  low-income  Families. 

Secretary.  The  Secretary  of  Housing 
and  Urban  Development. 

Very  Low-Income  Family.  A  family 
whose  Income  does  not  exceed  50  percent 
of  the  median  Income  for  the  area,  as 
determined  by  HUD,  with  adjustments 
for  smaller  or  larger  families. 

§  880,103  Demonstration  of  need  for 
new  construction  projects;  compli¬ 
ance  with  Section  213  of  IIC.D  Act. 

(a)  New  construction  projects  shall  be 
permitted  only  where:  (1)  HUD  deter¬ 
mines  that  there  is  not  and  there  is  not 
likely  soon  to  be  an  adequate  supifly  of 
existing  housing  which,  with  the  aid  of 
housing  assistance  payments  provided 
under  the  Section  8  Housing  Assistance 
Payments  Program — ^Existing  Housing, 
cah  meet  the  needs  of  Eligible  Families, 
or  (2)  the  proposed  project  is  specifically 
approved  by  HUD  in  accordance  with 
priorities  established  from  time  to 
time  by  the  Secretary  including  prior¬ 
ities  for  New  Commimities. 

(b)  No  proposal  for  section  8  housing 
may  be  approved  unless  HUD  require¬ 
ments  implementing  sections  213(a), 
(b) ,  and  (c)  of  the  HC7D  Act  have  been 
satisfied. 

§  880.104  Preference  f*>r  certiiin  types 
of  projects. 

(a)  20  Percent  Projects.  Assistance 
payments  may  be  made  with  respect  to 
up  to  100  percent  of  the  dwelling  units 
in  any  structure  or  project.  However,  a 
preference  will  be  provided  for  (1)  Pro¬ 
posals  responding  to  local  ordinances 
which  require  or  encourage  development 
of  projects  W'hich  contain  a  specified 
proportion  of  assisted  units,  not  to  ex¬ 
ceed  20  percent,  and  (2)  Proposals  of 
more  than  50  units  of  housing  for  other 
than  the  elderly  and/or  handicapped 
which  Indicate  that  assistance  will  be 
limited  to  20  percent  or  less  of  the  units 
to  be  constructed.  (See  Sec.  880.208 

(g) (1> ). 

(b)  Three  or  more  bedroom  Projects. 
Where  the  need  for  dwelling  units  of 
three  or  more  bedroom  size  (“large 
dweUing  imits”)  is  shown,  each  HUD 
field  office  shall  be  responsible,  to  the  ex¬ 
tent  feasible,  for  inviting  and  selecting 
prc^Msals  which  in  the  aggregate  will 
achieve  the.  goal  of  providing  a  niunber 
of  large  dwelling  units  equal  to  at  least 
20  percent  of  all  the  assisted  units  ap¬ 
proved  vmder  the  Section  8  Housing  As¬ 
sistance  Payments  Program,  without  un¬ 
due  concentration  of  such  large  dwell¬ 
ing  units  in  any  cme  location. 

§  880.103  Maximum  total  Annual  (^>n- 
tract  Commitment  and  Project  Ac¬ 
count  (Private-Owner  or  PHA-Owner 
Projects). 

(a)  Maximum  Total  Annual  Contract 
Commitment.  The  maximum  total 
annual  housing  assistance  payments 
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that  may  be  committed  under  the  Ctm" 
tract  shall  be  the  total  of  the  Oross 
Rents  for  all  the  Contract  imits  In  the 
project. 

(b)  Project  Account.  In  order  to  as¬ 
sure  that  housing  assistance  payments 
will  be  increased  on  a  timely  basis  to 
cover  increases  m  Contract  Rents  or  de¬ 
creases  in  Family  Incomes: 

(1)  A  Project  Account  shall  be  es¬ 
tablished  and  maintained,  in  an  amoimt 
as  determined  by  the  Secretary  consist¬ 
ent  with  his  responsibilities  under  sec¬ 
tion  8(c)  (6)  of  the  Act,  out  of  amoimts 
by  which  the  maximum  annual  Contract 
commitment  per  year  exceeds  amounts 
paid  under  the  Contract  for  any  year. 
This  account  shall  be  established  and 
maintained  by  HUD  as  a  specifically 
identified  and  segregated  account,  and 
payment  shall  be  made  therefrom  only 
for  the  purposes  of  (i)  housing  assist¬ 
ance  payments,  and  (ii)  other  costs 
specifically  authorized  or  approved  by 
the  Secretary. 

(2»  Whenever  a  HUD-approved  esti¬ 
mate  of  required  housing  assistance  pay¬ 
ments  for  a  fiscal  year  exceeds  the  maxi¬ 
mum  annual  Contract  commitment,  and 
would  cause  the  amoimt  in  the  Project 
Account  to  be  less  than  an  amount  equal 
to  40  percent  of  such  maximum  annual 
Contract  commitment,  HUD  shall,  with¬ 
in  a  reasonable  period  of  time,  take  such 
additional  steps  authorized  by  section 
8'c»  (6)  of  the  Act  as  m§iy  be  necessary 
to  carry  out  this  assurance,  including  (as 
provided  in  that  section  of  the  Act)  “the 
reservation  of  annual  contributions  au¬ 
thority  for  the  purpose  of  amending 
housing  assistance  contracts  or  the  allo¬ 
cation  of  a  portion  of  new  authorizations 
for  the  purpose  of  amending  housing  as- 
.sistance  contracts.” 

§  880.106  Maximum  Total  ACC  Com¬ 
mitment  and  Project  Account  (Pri- 
vatc-Owncr/PHA  Projects). 

(a)  Maximum  Total  ACC  Commit¬ 
ment.  The  maximum  total  annual  con¬ 
tribution  that  may  be  contracted  for  in 
the  ACC  for  a  project  shall  be  the  total 
of  tlie  Grqss  Rents  for  all  the  Contract 
units  in  the  project,  plus  a  fee  for  the 
regular  costs  of  PHA  administration. 
HUD-approved  preliminary  costs  for  ad¬ 
ministration  (including  administrative 
costs  in  connection  with  PHA  activities 
related  to  relocation  of  occupants)  shall 
be  payable  out  of  this  total. 

(b)  Project  Account.  In  order  to  assiue 
that  housing  assistance  payments  will  be 
increased  on  a  timely  basis  to  cover  in¬ 
creases  in  Contract  Rents  or  decreases 
in  Family  Incomes: 

( 1 )  A  Project  Account  shall  be  estab¬ 
lished  and  maintained,  in  an  amount  as 
determined  by  the  Secretary  consistent 
w'ith  his  responsibilites  imder  sectiem 
8(c)(6)  of  the  Act,  out  of  amounts  by 
which  the  maximum  ACC  commitment 
per  year  exceeds  amoimts  paid  under  the 
A(X1  for  any  year.  This  account  shall  be 
established  and  maintained  by  HUD  as  a 
sp>ecifically  identified  and  segregated  ac¬ 
count.  and  payment  shall  be  made  there¬ 
from  only  for  the  purposes  of  (1)  hous¬ 
ing  assistance  payments  and  (ii)  other 


costs  specifically  authorized  or  approved 
by  the  Secretary. 

(2)  Whenever  a  HUD-approved  esti¬ 
mate  of  required  Annual  Contribution 
exceeds  the  maximum  ACC  commitment 
then  in  effect,  and  would  cause  the 
amount  in  the  Project  Account  to  be  less 
than  an  amount  equal  to  40  percent  of 
such  maximum  ACC  commitment,  HUD 
shall,  within  a  reasonable  period  of  time, 
take  such  additional  steps  authorized  by 
section  8(c)  (6)  of  the  Act  as  may  be  nec¬ 
essary  to  carry  out  this  assurance,  in¬ 
cluding  (as  provided  in  that  section  of 
the  Act)  “the  reservation  of  annual  con¬ 
tributions  authority  for  the  purpose  of 
amending  housing  assistance  contracts 
or  the  allocation  of  a  portion  of  new  au¬ 
thorizations  for  the  purpose  of  amending 
housing  assistance  contracts.” 

§  880.107  Houtiing  asBMtanre  payments 
to  owners. 

(a)  General.  Housing  assistance  pay¬ 
ments  shall  be  paid  to  Owners  for  units 
under  lease  by  Eligible  Families,  in  ac¬ 
cordance  with  the  Contract  and  as  pro¬ 
vided  in  this  section.  These  housing  as¬ 
sistance  payments  will  cover  the  differ¬ 
ence  between  the  Contract  Rent  and  the 
portion  of  said  rent  payable  by  the  Fam¬ 
ily  as  determined  in  accordance  with  the 
HUD-established  schedules  and  criteria. 
No  section  8  assistance  may  be  provided 
for  any  unit  occupied  by  an  Owner;  how¬ 
ever,  cooperatives  are  considered  rental 
housing  rather  than  owner-occupied 
housing  for  this  purpose. 

(b)  Vacancies  During  Rent-up.  If  a 
Contract  unit  is  not  leased  as  of  the  ef¬ 
fective  date  of  the  Contract,  the  Owner 
shall  be  entitled  to  housing  assistance 
payments  in  the  amount  of  80  percent  of 
the  Contract  Rent  for  the  unit  for  a  va¬ 
cancy  period  not  exceeding  60  days  from 
the  effective  date  of  the  Contract,  in  ac¬ 
cordance  with  the  procedure  set  forth  in 
§  880.217(b) :  Provided,  That  the  Owner 
( 1 )  commenced  marketing  and  otherwise 
complied  with  9  880.215(f) ,  (2)  has  taken 
and  continues  to  take  all  feasible  actions 
to  fill  the  vacancy,  including,  but  not 
limited  to,  contacting  applicants  on  his 
waiting  list,  if  any.  requesting  the  PHA 
and  other  appropriate  sources  to  refer 
eligible  applicants,  and  advertising  the 
availability  of  the  unit,  and  (3)  has  not 
rejected  any  eligible  applicant,  except  for 
good  cause  acceptable  to  HUD  or  the 
PHA.  as  the  case  may  be. 

(c)  Vacancies  After  Rent-up,  (1)  If  an 
Eligible  Family  vacates  its  unit  (other 
than  as  a  result  of  action  by  the  Owner 
which  is  in  violation  of  the  Lease  or  the 
Contract  or  any  applicable  law),  the 
Owner  shall  receive  housing  assistance 
payments  in  the  amount  of  80  percent  of 
the  Contract  Rent  for  a  vacancy  period 
not  exceeding  60  days;  provided,  how¬ 
ever,  That  If  the  Owner  collects  any  of 
the  Family’s  share  of  the  rent  for  this 
period  in  an  amount  which,  when  added 
to  the  80  percent  payments,  results  in 
more  than  the  Contract  Rent,  such  ex¬ 
cess  shall  be  payable  to  HUD  or  as  HUD 
may  direct.  (See  also  9  880.116.)  The 
Owner  shall  not  be  entitled  to  any  pay¬ 
ment  under  this  paragraph  (c)  (1)  unless 
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he:  (i)  Immediately  upon  learning  of 
the  vacapcy,  has  notified  HUD  or  the 
PHA,  as  the  case  may  be,  of  the  vacancy 
or  prospective  vacancy  and  Uie  reasons 
for  the  vacancy,  and  (il)  has  taken  and 
continues  to  take  the  actions  specified 
in  paragraphs  (b)  (2)  and  (b)  (3)  of  this 
section. 

(2)  If  the  Owner  evicts  an  Eligible 
Family,  he  shall  not  be  entitled  to  any 
payment  under  paragraph  (c)  (1)  of  this 
section  unless  the  request  for  such  pay¬ 
ment  is  supported  by  a  certification  that 
(i)  he  gave  such  Family  a  written  notice 
of  the  proposed  eviction,  stating  the 
ground  and  advising  the  Family  that  it 
had  10  days  within  which  to  present  its 
objections  to  the  Owner  in  writing  or  in 
person  and  (ii)  the  proposed  eviction 
was  not  in  violation  of  the  Lease  or  the 
Contract  or  any  applicable  law. 

(d)  Prohibition  of  double  compensa¬ 
tion  for  vacancies.  The  Owner  shall  not 
be  entitled  to  housing  assistance  pay¬ 
ments  with  respect  to  vacant  units  under 
this  section  to  the  extent  he  is  entitled 
to  payments  from  other  sources  (for  ex¬ 
ample,  pa3rments  for  losses  of  rental  in¬ 
come  incurred  for  holding  units  vacant 
for  relocatees  pursuant  to  Title  I  of  the 
HCD  Act  or  payments  under  {  880.116). 

S  880.108  Initial  Contract  Rents. 

(a)  Fair  Market  Rent  Limitation.  The 
stun  of  the  initial  Contract  Rent  and  any 
Allowance  for  Utilities  and  Other  Serv¬ 
ices  for  any  unit  shall  not  exceed  the 
Fair  Market  Rent  for  newly  constructed 
rental  housing,  except  that  it  may  be 
exceeded  (1)  by  up  to  10  percent  if  the 
field  o£Bce  director  determines  that 
special  circumstances  warrant  such 
higher  rent  and  the  higher  rent  meets 
the  test  of  reasonableness  in  paragraph 

(b)  of  this  section,  or  (2)  by  up  to  20 
percent,  where  the  Regional  Administra¬ 
tor  determines  that  special  circum¬ 
stances  warrant  such  higher  rent  or  de¬ 
termines  that  such  higher  rent  is  neces¬ 
sary  to  the  Implementation  of  a  Local 
Housing  Assistance  Plan,  and  that  such 
higher  rent  meets  the  test  of  reasonable¬ 
ness  in  paragraph  (b)  of  this  section. 

(b)  Reasonableness  of  Rents.  In  any 
case,  the  Contract  Rent  as  proposed  must 
be  determined  by  HUD  to  be  reasonable 
in  relation  to  the  qualii^.  location, 
amenities,  and  management  and  mainte¬ 
nance  services  of  the  project,  and  any 
proposed  rent  shall  be  subject  to  reduc¬ 
tion  If  it  is  found  to  be  higher  than  such 
reasonable  rent.  Appropriate  reductkms 
to  reflect  any  savings  where  tax-exempt 
financing  Is  Involved  may  be  made. 

8  880.109  Term  of  Houtiing  Awistanre 
Payments  Contract. 

(a)  A  Contract  may  be  for  an  initial 
term  of  not  more  than  five  years,  with 
an  option  solely  in  the  Owner  to  renew 
for  additional  terms  of  not  more  than 
five  years  each,  provided  that  the  total 
Contract  term.  Including  renewals,  shall 
not  exceed  20  years  for  any  dwelling  imlt 

(b)  In  the  case  of  a  Contract  under 
which  housing  assistance  payments  are 
made  with  respect  to  a  project  owned  by, 
or  financed  by  a  loan  or  loan  guarantee 


from,  a  State  or  local  agency,  the  total 
Contract  term  may  be  equal  to  the  term 
of  such  financing  but  may  not  exceed 
40  years  for  any  dwelling  unit. 

(c)  In  the  case  of  mobile  homes,  the 
initial  Contract  term  for  any  mobile 
home  shaU  be  for  not  more  than  five 
years,  subject  to  renewal  for  additional 
terms  of  not  more  than  five  years  each, 
as  may  be  mutually  agreed  upon  by  the 
Owner  and  HUD  or,  in  the  case  of  a 
Private-Owner/PHA  Project,  by  the 
Owner  and  the  PHA  with  the  approval 
of  HDD:  Provided,  That  the  total  Con¬ 
tract  term  for  any  mobile  home  shall  not 
exceed  20  years.  For  purposes  of  this 
paragraph  (c) ,  the  teitn  “mobile  home” 
means  the  original  mobile  home  and  any 
replacement(s) ,  combined.  In  the  case 
of  any  project  under  this  paragraph  (c) , 
notwithstanding  the  maximum  total  al¬ 
lowable  term  per  unit  stated  therein,  a 
shorter  term  shall  be  determined  by 
HUD  where  appropriate,  taking  into  ac- 
coimt  the  amount  of  the  capital  expend¬ 
itures  reasonably  required  for  the  proj¬ 
ect.  the  reasonable  period  and  rate  of 
amortization  for  the  financing,  and  the 
approved  rents  to  the  Owner. 

(d)  If  the  project  is  completed  in 
stages,  the  dat^  for  the  initial  and  the 
renewal  terms  shall  be  separately  relat¬ 
ed  to  the  units  in  each  stage:  Provided, 
however.  That  the  total  Contract  term 
for  the  units  in  all  the  stages,  beginning 
with  the  effective  date  of  the  Contract 
with  respect  to  the  first  stage,  may  not 
exceed  the  overall  maximum  term  allow’- 
able  for  any  one  unit,  plus  two  years. 

§  880.110  Rent  adjusitinenis. 

(a)  Funding  of  Adjustments.  Housing 
assistance  payments  will  be  made  in  in¬ 
creased  amoimts  commensurate  with 
Contract  Rent  adjustments  under  this 
paragraph,  up  to  the  maximum  amount 
author!;^  under  the  Contract.  (See 
Si  880.105  and  880.106.) 

(b)  Automatic  Annual  Adjustments. 
(1)  Automatic  Annual  Adjustment  Fac¬ 
tors  will  be  determined  by  HUD  at  least 
annually;  interim  revisions  may  be  made 
as  market  conditions  warrant.  Such  Fac¬ 
tors  and  the  basis  for  their  determina¬ 
tion  will  be  published  in  the  Federal 
Register.  These  published  Factors  will  be 
reduced  appropriately  by  HUD  where 
utilities  are  paid  directly  by  Families. 

(2)  On  each  anniversary  date  of  the 
Contract,  the  Contract  Rents  shall  be 
adjusted  by  applying  the  applicable  Au¬ 
tomatic  Annual  Adjustment  Factor  m<»t 
recently  published  by  HUD.  Contract 
Rents  may  be  adjusted  upward  or  down¬ 
ward,  as  may  be  appropriate;  however,  in 
no  case  shall  the  adjusted  rents  be  less 
than  the  Contract  Rents  on  the  effective 
date  of  the  Contract 

(c)  Special  Additional  Adjustments. 
Special  additional  adjustments  may  be 
granted,  when  approved  by  HUD,  to  re¬ 
flect  Increases  in  the  actual  and  neces¬ 
sary  expoises  of  owning  and  maintain¬ 
ing  the  Contract  units  which  have  re¬ 
sulted  from  substantial  general  increases 
in  real  property  taxes,  utility  rates,  or 
similar  costs  (ie.,  assessifients,  and  utili¬ 
ties  not  covered  by  regulated  rates) ,  but 


only  if  and  to  the  extent  that  the  Owner 
clearly  demonstrates  that  such  general 
Increases  have  caused  Increases  in  the 
Owner’s  operating  costs  which  are  not 
adequately  compensated  for  by  auto¬ 
matic  annual  adjustments.  The  Owner 
shall  submit  to  HUD  financial  statements 
which  clearly  sux^rt  the  increase. 

(d)  Overall  Limitation.  Notwithstand¬ 
ing  any  other  provisions  of  this  part,  ad¬ 
justments  as  provided  in  this  section 
shall  not  result  in  material  differences 
between  the  rents  charged  for  assisted 
and  comparable  unassisted  imits,  as  de¬ 
termined  by  HUD;  Provided,  however. 
That  this  limitation  shall  not  be  con¬ 
strued  to  prohibit  differences  in  rents  be¬ 
tween  assisted  and  comparable  unas¬ 
sisted  units  to  the  extent  that  such  dif¬ 
ferences  may  have  existed  with  respect 
to  the  initial  Contract  Rents. 

§  880.111  Types  of  Housing  and  Prop¬ 
erty  Standards. 

(a)  Newly  constructed  single-family 
houses,  mobile  homes  and  multifamily 
structures  may  be  utilized  in  this  pro¬ 
gram.  Congregate  housing  may  be  de¬ 
veloped  for  elderly  disabled,  or  handicap¬ 
ped  Families  and  individuals.  Single 
ro<Hn  occupant  housing  planned  specifi¬ 
cally  as  a  relocation  resource  for  eligible 
single  persons  may  also  be  developed. 
Except  in  the  case  of  housing  predom¬ 
inantly  for  the  elderly,  high-rise  elevator 
projects  for  Families  with  children  may 
not  be  utilized  unless  HUD  determines 
there  is  no  practical  alternative. 

(b)  Participation  in  this  program  re¬ 
quires  compliance  with  (1)  Minimiun 
Property  Standards,  (2)  in  the  case  of 
mobile  homes,  the  American  National 
Standards  Institute  Standard  No.  A- 
119.1,  or  applicable  State  standards,  in 
accordance  with  applicable  HUD  regu¬ 
lations  as  to  certification  and  standards 
issued  pursuant  to  Title  I  of  the  National 
Housing  Act,  24  CFR  201.520-1,  (3)  in 
the  case  of  congregate  or  single  room 
occupant  housing,  the  appropriate  HUD 
guidelines  and  standards,  (4)  HUD  re- 
quironents  pursuant  to  section  209  of  the 
HCjD  Act  for  projects  for  the  elderly  or 
handicapped,  (5)  HUD  requirements  per¬ 
taining  to  noise  abatement  and  control, 
and  (6)  aptdicable  State  and  local  laws, 
codes,  ordinances,  and  regulaticms. 

§800.112  Site  and  Neighliorhood  SiuihI- 
arde. 

Proposed  sites  for  new  construction 
projet^  must  be  approved  by  HUD  as 
meeting  the  following  standards: 

(a)  The  site  shall  be  adequate  in  size, 
exposure  and  contour  to  accommodate 
the  number  and  type  of  units  proposed; 
and  adequate  utilities  (water,  sewer,  gas 
and  electricity)  and  streets  shall  be 
available  to  service  the  site, 

(b)  The  site  and  neighborhood  shall 
be  suitable  from  the  standpoint  of  facili¬ 
tating  and  furthering  full  compliance 
with  the  applicable  provisions  of  Title  VI 
of  the  Clvfl  Rights  Act  of  1964,  TlUe  vm 
of  the  Civil  Righto  Act  of  1968.  Execu¬ 
tive  Order  11063,  and  HUD  regulations 
issued  pursuant  thereja 

(c)  The  site  shall  not  be  located  in: 
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( 1  >  An  area  of  minority  concentration 
unless  (it  sufficient,  comparable  oppor¬ 
tunities  exist  for  housing  for  minority 
families,  in  the  income  range  to  be 
served  by  the  proposed  project,  outside 
areas  of  minority  concentraticm,  or  (ii) 
the  project  is  necessary  to  meet  over¬ 
riding  housing  needs  which  cannot  other¬ 
wise  feasibly  be  met  in  that  housing  mar¬ 
ket  area.  (An  “overriding  need”  may  not 
serve  as  the  basis  for  determining  that  a 
site  is  acceptable  if  the  only  reason  the 
need  cannot  otherwise  feasibly  be  met  is 
that  discrimination  on  the  basis  of  race, 
color,  religion,  creed,  sex,  or  national 
origin  renders  sites  outside  areas  of  mi¬ 
nority  concentration  unavailable.) 

(2)  A  racially  mixed  area  if  the  proj¬ 
ect  w'ill  cause  a  significant  increase  in 
the  proportion  of  minority  to  non¬ 
minority  residents  in  the  area. 

(d)  The  site  shall  promote  greater 
choice  of  housing  opportunities  and 
avoid  imdue  concentration  of  assisted 
persons  in  areas  containing  a  high  pro¬ 
portion  of  low-income  persons. 

(e)  The  site  shall  be  free  from  adverse 
environmental  conditions,  natural  or 
manmade,  such  as  instability,  flooding, 
septic  tank  back-ups,  sewage  hazards, 
or  mudslides;  harmful  air  pollution, 
smoke  or  dust;  excessive  noise,  vibration, 
or  vehicular  traffic;  rodent  or  vermin 
infestation;  or  fire  hazards.  The  neigh¬ 
borhood  must  not  be  one  which  is  seri¬ 
ously  detrimental  to  family  life  or  in 
which  substandard  dwelling  or  other 
undesirable  elements  predominate,  vm- 
less  there  is  actively  in  progress  a  con¬ 
certed  program  to  reme^  the  undesir¬ 
able  conditions. 

(f)  The  site  shall  comply  with  any 
applicable  conditions  in  the  Local  Hous¬ 
ing  Assistance  Plan,  approved  by  HUD. 

(g)  Hie  housing  shall  be  accessible  to 
social,  recreational,  educational,  com¬ 
mercial,  and  health  facilities  and  serv¬ 
ices,  and  other  municipal  facilities  and 
services  that  are  at  least  equivalent  to 
those  typically  foimd  in  neighborhoods 
consisting  largely  of  unsubsidized,  stand¬ 
ard  housing  of  similar  market  rents. 

(h)  Travel  time  and  cost  via  public 
transportation  or  private  automobile, 
from  the  neighborhood  to  places  of  em¬ 
ployment  providing  a  range  of  jobs  for 
lower-income  workers,  shall  not  be  ex¬ 
cessive.  (While  it  is  important  that  el¬ 
derly  housing  not  be  totally  isolated 
from  employment  opportunities,  this  re¬ 
quirement  need  not  be  adhered  to  rigidly 
for  such  projects.) 

(i)  The  project  may  not  be  built  on  a 
site  which  has  occupants  unless  the  re¬ 
location  requirements  referred  to  in 
S  880.113  are  met. 

(j)  The  project  may  not  be  built  in  an 
area  that  has  been  identified  by  HUD 
as  having  special  flood  hazards  and  in 
which  the  sale  of  flood  Insurance  has 
been  made  available  under  the  National 
Flood  Insurance  Act  of  1968,  imless  the 
project  is  covered  by  flood  insurance  as 
required  by  the  Flood  Disaster  Protec¬ 
tion  Act  of  1973,  and  it  meets  any  rele¬ 
vant  HUD  standards  and  local 
requirements. 


§  880. 1 1 3  Rrloration. 

(a)  In  the  evaluation  or  selection  of 
Proposals,  consideration  shall  be  given  to 
whether  there  are  site  occupants  who 
would  have  to  be  displaced,  whether  the 
relocation  of  site  occupants  is  feasible, 
the  degree  of  hardship  which  displace¬ 
ment  might  cause.  Greater  weight  shall 
be  given  to  proposals  which  do  not  re¬ 
quire  displacement,  or.  where  displace¬ 
ment  is  required,  which  wrill  involve  the 
least  amount  of  hardship. 

(b)  In  the  case  of  a  PHA-Owner  Proj¬ 
ect.  no  Agreement  shall  be  executed  for 
housing  which  is  to  be  constructed  on  a 
site  w'hich  has  occupants  unless  the 
Agreement  provides  that,  pursuant  to  the 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  Policies  Act  of  1970, 
the  PHA  undertakes  liability  for  (1)  the 
provision  of  relocation  payments  and  as¬ 
sistance  as  prescribed  in  sections  202, 
203,  and  204  of  the  Act;  (2)  the  provision 
of  relocation  assistance  programs  offer¬ 
ing  the  services  described  in  section  205 
of  the  Act;  and  (3)  assuring  that  within 
a  reasonable  period  of  time  prior  to  dis¬ 
placement,  Decent,  Safe,  and  Sanitary 
replacemoit  dwellings  will  be  available 
to  displaced  persons.  Hie  Agreement 
shall  provide  that  the  PHA  will  provide 
full  funding  for  the  required  relocation 
payments  and  assistance  unless  other 
commitments,  satisfactory  to  HUD,  have 
been  made  for  the  funding  of  such  pay¬ 
ments  and  assistance.  (In  the  case  of  a 
Private-Owner  Project  or  a  Private  Own- 
er/PHA  Pi’oject,  the  Uniform  Relocation 
Assistance  and  Real  Property  Acquisition 
Policies  Act  of  1970  is  inapplicable.) 

§  880.1 14  Other  Federal  requirements. 

(a)  Equal  Opportunity  requirements. 
Participation  in  this  program  requires 
compliance  with  (1)  Htle  VI  of  the  Civil 
Rights  Act  of  1964,  Htle  YIH  of  the  ClvU 
Rights  Act  of  1968,  Executive  Orders 
11063  and  11246,  and  section  3  of  the 
Housing  and  Urban  Development  Act  of 
1968;  and  (2)  all  rules,  regulations,  and 
requirements  issued  pursuant  thereto. 

(b)  National  Environmental  Policy 
Act.  Participation  in  this  program  re¬ 
quires  compliance  with  the  National  En¬ 
vironmental  Policy  Act  and  all  rules, 
regulations,  and  requirements  issued 
pursuant  thereto. 

(c)  Clean  Air  Act  and  Federal  Water 
Pollution  Control  Act.  ParticipaUmi  in 
this  program  lequires  compliance  with 
the  Clean  Air  Act  and  the  PWeral  Water 
Pollution  Control  Act  and  all  rules,  reg¬ 
ulations,  and  requirements  issued  pur¬ 
suant  thereto. 

(d)  Davis-Bacon  Wage  Rates.  Not  less 
than  the  wages  prevailing  in  the  locality, 
as  predetermined  by  the  Secretary  of 
Labor  pursuant  to  the  Davis-Bacon  Act 
(49  Stat.  1011),  shall  be  paid  to  all  la¬ 
borers  and  mechanics  employed  in  the 
development  of  any  new  construction 
project  with  nine  or  more  assisted  units. 

(e)  Other  Federal  Statutes  and  Reg¬ 
ulations.  Participation  in  this  program 
requires  compliance  with  the  National 
Historic  Preservation  Act  (Public  Law 
89-665),  the  Archeological  and  Historic 


Preservation  Act  of  1974  (Public  Law  93- 
219) ,  and  Executive  Order  11593  on  Pro¬ 
tection  and  Enhancement  of  the  Cultural 
Environment,  including  the  procedurs 
prescribd  by  the  Advisory  Council  on 
Historic  Preservation  in  36  CFR  Part  800. 

§  880.115  Financing. 

(a)  Types.  Any  type  of  financing  may 
be  utilized,  including,  but  not  limited  to, 
the  types  listed  below. 

( 1 )  Conventional  loans  from  commer¬ 
cial  banks,  saving;s  banks,  savings  and 
loan  associations,  pension  funds,  insur¬ 
ance  companies  or  other  financial  insti¬ 
tutions. 

(2)  Mortgage  insurance  programs  un¬ 
der  the  National  Housing  Act  (see  S  880.- 
207).  (With  respect  to  any  obligation 
secured  by  a  mortgage  insured  under  sec¬ 
tion  221(d)(3)  of  the  National  Housing 
Act  and  issued  by  a  public  agency  as 
mortgagor  in  connection  with  the  financ¬ 
ing  of  a  project  assisted  under  section  8. 
the  interest  paid  on  such  obligation  shall 
be  included  in  gross  income  for  pur¬ 
poses  of  Chapter  I  of  the  Internal  Reve¬ 
nue  Code  of  1954.) 

(3)  Section  202  of  the  Housing  Act  of 
1959. 

(4)  Htle  V  of  the  Housing  Act  of  1949. 

(5)  Financing  by  tax-exempt  bonds  or 
other  obligations.  Where  the  project  is 
owned  by  a  non-profit  corporation  which 
is  an  agency  or  instrumentality  of  a  PHA, 
and  the  financing  Is  provided  by  the  non¬ 
profit  corporation  or  the  PHA.  the  proj¬ 
ect  will  be  considered  as  a  PHA-Owner 
Project. 

(b)  Use  of  Contract  as  Security  for 
Financing.  (1)  An  Owner  may  pledge,  or 
offer  as  security  for  any  loan  or  obliga¬ 
tion,  an  Agreement  or  Contract  entered 
into  pursuant  to  this  part:  Provided, 
however.  That  such  security  is  in  con¬ 
nection  with  a  project  constructed  pur¬ 
suant  to  this  part,  and  the  terms  of  the 
financing  or  any  refinancing  have  been 
approved  by  HUD.  It  is  the  Owner’s  re¬ 
sponsibility  to  request  such  approval  in 
sufficient  time  before  he  nee^  the  fi¬ 
nancing  to  permit  review  of  the  method 
and  terms  of  the  financing  and  the  in- 
stnunent  of  pledge,  offer  or  other  assign¬ 
ment  that  HUD  is  requested  to  approve. 
Where  the  methods  and  terms  of  financ¬ 
ing  require,  the  Contract  Rents  may  be 
reduced  in  accordance  with  S  880.108(b). 

(2 )  Any  pledge  of  the  Agreement,  Con¬ 
tract,  or  ACC,  or  payments  thereunder, 
shall  be  limits  to  the  amounts  payable 
under  the  Contract  or  hCC  in  accordance 
with  its  terms. 

(3)  In  the  event  of  foreclosure,  includ¬ 
ing  foreclosure  by  HUD,  and  in  the  event 
of  assignment  or  sale  agreed  to  by  HUD 
or  made  to  HUD,  housing  assistance  pay¬ 
ments  shall  continue  in  accordance  with 
the  terms  of  the  Contract. 

§880.116  Security  and  utility  deposits. 

(a)  An  Owner  may  require  Families 
to  pay  a  security  deposit  in  an  amount 
equal  to  one  month’s  Gross  Family  Con¬ 
tribution.  If  a  Family  vacates  its  unit, 
the  Owner,  subject  to  State  and  local 
laws,  may  utilize  the  deposit  as  reim- 
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bursement  for  any  unpaid  rent  or  other 
amount  owed  under  the  Lease.  If  the 
Family  has  provided  a  security  deposit, 
and  it  Is  insufflclent  for  such  reimburse¬ 
ment,  the  Owner  may  claim  reimburse¬ 
ment  from  HUD  or  the  PHA,  as  appro¬ 
priate,  not  to  exceed  an  amount  equal  to 
the  remainder  of  one  month’s  Contract 
Rent.  Any  reimbursement  imder  this  sec¬ 
tion  shall  be  applied  first  toward  any 
unpaid  rent.  If  a  Family  vacates  the  unit 
owing  no  rent  or  other  amoimt  under  the 
Lease  or  if  such  amount  is  less  than  the 
amoimt  of  the  seciurity  deposit,  the 
Owner  shall  refund  the  full  amount,  or 
the  unused  balance,  as  the  case  may  be, 
to  the  Family. 

(b)  In  those  jurisdiction  where  in¬ 
terest  is  payable  by  the  Owner  on  secu¬ 
rity  deposits,  the  refunded  amount  shall 
Include  the  amount  of  interest  payable. 
All  security  deposit  funds  shall  be  de¬ 
posited  by  the  Owner  in  a  segregated 
bank  account,  and  the  balance  of  this 
account,  at  all  times,  shall  be  equal  to 
the  total  amount  collected  from  tenants 
then  in  occupancy,  plus  any  accurred  in¬ 
terest.  The  Owner  shall  comply  with  all 
State  and  local  laws  regarding  interest 
pasmients  on  security  deposits. 

(c)  Families  shall  be  expected  to  ob¬ 
tain  the  funds  to  pay  security  and  utility 
deposits,  if  required,  from  their  own  re¬ 
sources  and/or  other  private  or  public 
sources. 

§  880.117  Establishmont  of  iiiroiiic  limit 
schedules;  30  percent  occupancy  by 
very  low-income  families. 

(a)  HUD  will  establish  schedules  of 
Income  limits  for  determining  whether 
families  qualify  as  Lower-Income  Fami¬ 
lies  and  Very  Low-Income  Families. 

(b)  In  the  initial  renting  of  Contract 
units,  the  Owner  shall  lease  at  least  30 
percent  to  Very  Low-Income  Families 
and  shall  thereafter  exercise  his  best  ef¬ 
forts  to  maintain  at  least  30  percent  oc¬ 
cupancy  of  Contract  imlts  by  Very  Low- 
Income  Families. 

§  880.118  Establishment  of  amount  of 
Housing  Assistance  Payments. 

The  amount  of  Housing  Assistance 
Payment  on  Behalf  of  Eligible  Family, 
to  be  determined  in  accordance  with 
schedules  and  criteria  establi^ed  by 
HUD,  will  equal  the  difference  ^tween 

(a)  no  less  than  15  percent  nor  more  than 
25  percent  of  the  Family’s  Income  and 

(b)  the  Gross  Rent,  taking  into  consider¬ 
ation  the  Income  of  the  Family,  the 
number  of  minor  children  in  the  house¬ 
hold,  and  the  extent  of  medical  or  other 
unusual  expenses  incurred  by  the  Family, 
except  that,  in  the  case  of  a  large  Very 
Low-Income  Family  or  a  very  large 
Lower-Income  Family  or  a  Family  with 
exceptional  medical  or  other  unusual  ex¬ 
penses,  the  amount  of  the  housing  assist¬ 
ance  payment  shall  be  the  difference  be¬ 
tween  15  percent  of  the  Family’s  Income 
and  the  Gross  Rent.  ’Ihe  term  large 
Family  means  a  Family  which  includes 
six  or  more  minors  (other  than  the  head 
of  the  Family  or  spouse) .  ’The  term  very 
large  Family  means  a  Family  which  in¬ 
cludes  eight  or  more  minors  (other  than 
the  head  of  the  Family  or  spouse) . 


§  880.119  Responitibililies  of  the  Owner. 

(a)  The  Owner  shall  be  responsible 
(subject  to  post-review  or  audit  by  HUD 
or  the  PHA,  as  the  case  may  be)  for 
management  and  maintenance  of  the 
project.  ’These  responsibilities  shall  in¬ 
clude  but  not  be  limited  to: 

(1)  Payment  for  utilities  and  services 
(unless  paid  directly  by  the  Family) ,  in¬ 
surance  and  taxes; 

(2)  Performance  of  all  ordinary  and 
extraordinary  maintenance: 

(3)  Performance  of  all  management 
fimctions  including  the  taking  of  appli-' 
cations,  selection  of  Families  including 
verification  of  Income  and  other  per¬ 
tinent  requirements,  and  determination 
of  eligibility  and  amount  of  Family  con¬ 
tribution  in  accordance  with  HUD-estab- 
lished  schedules  and  criteria; 

(4)  Collection  of  Family  rents; 

(5)  Termination  of  tenancies,  includ¬ 
ing  evictions; 

(6)  Preparation  and  furnishing  of  in¬ 
formation  required  under  the  Contract; 

(7)  Reexamination  of  Family  Income, 
composition,  and  extent  of  exceptional 
medical  or  other  unusual  expenses,  and 
redeterminations,  as  appropriate,  of  the 
amount  of  Family  contribution  and 
amount  of  housing  assistance  payment 
in  accordance  with  HUD-established 
schedules  and  criteria; 

(8)  Redeterminations  of  amount  of 
Family  contribution  and  amoimt  of  hous¬ 
ing  assistance  payment  in  accordance 
with  HUD-established  schedules  and  cri¬ 
teria  as  a  result  of  an  adjustment  by  the 
PHA  or  HUD,  as  appropriate,  of  any  ap¬ 
plicable  Allowance  for  Utilities  and  Other 
Services;  and 

(9)  Compliance  with  equal  opportu¬ 
nity  requirements. 

(b)  Subject  to  HUD  approval,  any 
Owner  may  contract  with  any  pri¬ 
vate  or  public  entity  to  perform  for  a  fee 
the  services  required  by  paragraph  (a)  of 
this  section,  provided  that  such  contract 
shall  not  shift  any  of  the  Owner’s  respon¬ 
sibilities  or  obligations.  However,  no  en¬ 
tity  which  is  responsible  for  adniinistra- 
tion  of  the  Contract  (for  example,  a  PHA 
in  the  case  of  a  Private-Owner/PHA 
Project)  may  contract  to  perform  man¬ 
agement  and  maintenance  of  the  project: 
Provided,  however.  That  this  prohibition 
shall  not  preclude  management  by  the 
PHA  in  the  event  it  takes  possession  as 
the  result  of  foreclosure  or  assignment  in 
lieu  of  foreclosure.  (See,  however,  §  880.- 
124(b)  which  permits  conversion  of  a 
Private-Owner/PHA  Project  to  a  Pri¬ 
vate-Owner  Project.) 

§  880.120  Responsibility  for  contract 
administration,  and  defaults  (pri¬ 
vate-owner  and  PHA-owner  proj¬ 
ects). 

(a)  Contract  Administration.  HUD  is 
responsible  for  administration  of  the 
Contract.  HUD  may  contract  with  an¬ 
other  entity  for  the  performance  of  some 
or  all  of  its  Contract  administration 
functions. 

(b)  Defaults  hy  Owner.  The  Contract 
shall  contain  a  provision  to  the  effect  (1) 
that  if  HUD  determines  that  the  Owner 
Is  in  default  under  the  Contract.  HUD 
shall  notify  the  Owner  of  the  actions  re¬ 


quired  to  be  taken  to  cure  the  default 
and  of  the  remedies  to  be  applied  by  HUD 
inclining  abatement  of  housing  assist¬ 
ance  payments  and  recovery  of  overpay¬ 
ments,  where  appropriate;  and  (2)  that 
if  he  fails  to  cure  the  default,  HUD  has 
the  right  to  terminate  the  Contract  or 
to  take  other  corrective  action. 

§  880.121  Responsibility  for  contract 
administration,  and  defaults  (pri- 
vate-owner/PH.4  projects). 

(a)  Contract  Administration.  The 
PHA  is  primarily  responsible  for  admin¬ 
istration  of  the  Contract,  subject  to  re¬ 
view  and  audit  by  HUD. 

(b)  Defaults  by  PHA  and/or  Owner. 
( 1 )  The  ACC  and  the  Contract  shall  con¬ 
tain  a  provision  to  Uie  effect  that  in  the 
event  of  failure  of  the  PHA  to  comply 
with  the  Contract  with  the  Owner,  the 
Owner  shall  have  the  right,  if  he  is  not 
in  default,  to  demand  that  HUD  deter¬ 
mine,  after  notice  to  the  PHA  giving  it  a 
reasonable  opportunity  to  take  correc¬ 
tive  action,  whether  a  substantial  default 
exists,  and  if  HUD  determines  that  such 
a  default  exists,  that  HUD  assure  that 
the  obligations  of  the  PHA  to  the  Owner 
are  carried  out. 

<2)  The  ACC  shall  contain  a  provision 
to  the  effect  that  if  the  PHA  fails  to 
comply  with  any  of  its  obligations  (in¬ 
cluding  specifically  failure  to  enforce  its 
rights  under  the  (Contract,  in  the  event 
of  any  default  by  the  Owner,  to  achieve 
compliance  to  the  satisfaction  of  HUD  or 
to  terminate  the  Contract  in  whole  or  in 
part,  as  directed  by  HUD),  HUD  may, 
after  notice  to  the  PHA  giving  it  a  rea¬ 
sonable  opportunity  to  take  corrective 
action,  determine  that  there  is  a  sub¬ 
stantial  default  and  require  the  PHA  to 
assign  to  HUD  all  of  the  PHA’s  rights 
and  interests  under  the  Contract.  In  such 
case,  HUD  will  continue  to  pay  annual 
contributions  in  accordance  with  the 
terms  of  the  ACC  and  the  Contract. 

(3)  The  Contract  shall  contain  a  pro¬ 
vision  to  the  effect  (i)  that  if  the  PHA 
determines  that  the  Owner  is  in  default 
under  the  Contract,  the  PHA  shall  notify 
the  Owner,  with  a  copy  to  HUD,  of  the 
actions  required  to  be  taken  to  cure  the 
default  and  of  the  remedies  to  be  applied 
by  the  PHA  Including  abatement  of 
housing  assistance  payments  and  recov¬ 
ery  of  overpayments,  where  appropriate; 
and  (ii)  that  if  he  falls  to  cure  the  de¬ 
fault,  the  PHA  has  the  right  to  terminate 
the  Contract  or  to  take  other  corrective 
action,  in  its  discretion  or  as  directed  by 
HUD.  If  the  PHA  is  the  lender,  the  Con¬ 
tract  shall  also  provide  that  HUD  has 
an  Independent  right  to  determine 
whether  the  Owner  is  In  default  and  to 
take  corrective  action  and  apply  appro- 
priate  remedies,  except  that  HUD  shall 
not  have  the  right  to  terminate  the  Con¬ 
tract  without  proceeding  in  accordance 
with  paragraph  (b)  (2)  of  this  section. 

§  880.122  Rifbts  of  owner  if  PHA  de¬ 
faults  under  agreement  (private- 
owner/PHA  projects). 

The  ACC  and  the  Agreement  shall 
contain  a  provision  to  the  effect  that  in 
the  event  of  failure  of  the  PHA  to  com¬ 
ply  with  the  Agreement  with  the  Owner, 
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the  OwTier  shall  have  the  right,  if  he  is  * 
not  in  default,  to  demand  that  HUD 
determine,  after  notice  to  the  PHA  giv¬ 
ing  it  a  reasonable  opportunity  to  take 
corrective  action,  whether  a  substantial 
default  exists,  and  if  HUD  determines 
that  such  a  default  exists,  that  HUD 
assume  the  PHA’s  rights  and  obligations 
imder  the  Agreement,  and  carry  out  the 
obligations  of  the  PHA  imder  the  Agree¬ 
ment,  including  the  obligation  to  enter 
into  the  Contract. 

§  880.123  Separate  project  requirement. 

(a)  In  the  case  of  a  Private-Owner 
Project  or  a  PHA-Owner  Project,  each 
Agreement  and  Contract  shall  constitute 
a  separate  project. 

(b)  In  the  case  of  a  Private-Owner/ 
PHA  Project,  such  project  may  not  in¬ 
clude  more  than  one  type  of  section  8 
assistance,  shall  be  processed  with  a 
separate  ACC  List  and  ACC  Part  I  and 
shall  be  assigned  a  separate  project 
number.  All  new  construction  units  to 
be  placed  under  a  single  Contract  shall 
comprise  a  separate  project.  However, 
the  field  oflice  director  may  designate 
as  a  single  project  the  units  to  be  cov¬ 
ered  by  two  or  more  such  Contracts  for 
new  construction  projects  where: 

(1)  The  units  are  placed  under  ACC 
on  the  same  date;  and 

i2)  Such  consolidation  is  necessary  in 
the  interest  of  administrative  efficiency. 

§  880.124  Conversions. 

(a)  Conversion  of  Private -Oioner 
Project  to  Private-Owner /PHA  Project. 
HUD  may  request  the  Owner  of  a 
Private-Owner  Project  and  an  appro¬ 
priate  PHA  to  agree,  if  they  are  w’illing, 
to  a  conversion  of  any  su^  project  to 
a  Private-Owner/PHA  Project  if  HUD 
determines  that  such  conversion  would 
promote  efficient  project  administration. 

(b)  Conversion  of  Private-Owner ! 
PHA  Project  to  Private-Owner  Project. 
The  private  Owner  and  the  PHA,  in  the 
case  of  a  Private-Owner/PHA  Project, 
may  request  HUD  to  agree  to  a  conver¬ 
sion  of  any  such  project  to  a  Private- 
Owner  or  PHA-Ow'ner  Project.  HUD 
shall  agree  to  such  conversion  if  it  de¬ 
termines  it  to  be  in  the  best  interest 
of  the  project. 

§  880.125  Projcrts  finanred  with  pro¬ 
ceeds  from  sale  of  bonds  mr  notes. 

(a)  Applicability  of  this  section.  The 
provisions  of  this  section  shall  apply 
where  the  interim  and  permanent  fi¬ 
nancing  for  a  project  is  to  be  provided 
by  a  public  agency  or  other  entity  in¬ 
cluding  a  PHA  (“financing  agency”) 
from  the  proceeds  of  the  sale  of  bonds 
or  notes. 

(b)  Submission  of  Financing  Docu¬ 
ments  to  HUD.  (1)  Before  HUD  may  &p- 
prove  a  Final  Proposal  which  is  to  be  fi¬ 
nanced  in  a  manner  subject  to  this  sec¬ 
tion,  the  financing  agency  shall  submit 
to  the  appropriate  HUD  field  office  or 
offices  copies  of  the  documents  relating 


to  the  method  of  financing  of  the  project, 
such  documents  to  include  the  bond  res¬ 
olution  or  indenture,  loan  agreement, 
regulatory  agreement,  note,  and  mort¬ 
gage  or  deed  of  trust  and  other  related 
docimients,  if  any,  including  the  “official 
statement”  or  “prospectus”  if  available 
at  that  time,  or  as  soon  as  it  is  available. 
After  prompt  review,  HUD  shall  notify 
the  financing  agency  that  the  documents 
are  acceptable  or,  if  unacceptable,  shall 
request  clarification  or  changes.  In  the 
event  a  financing  agency  which  has  ob¬ 
tained  HUD  approval  of  its  financing 
documents  proposes  substantive  changes 
in  the  documents,  whether  by  way  of 
amendment,  replacement  or  supple¬ 
mentation.  such  changes  must  be  sub¬ 
mitted  to  HUD  for  prior  approval. 

(2)  The  financing  agency  shall  also 
submit  a  certification  specifying  (i)  its 
projected  rate  (net  interest  cost)  of  the 
borrowing  from  which  funds  will  be  used 
for  financing  (interim  and  i>ermanent) 
the  project,  (ii)  the  projected  rate  at 
which  interim  financing  will  be  provided 
to  the  Owner  for  the  project,  (iii)  the 
projected  capital  cost  of  the  project  and 
the  projected  rate  and  the  term  of  the 
permanent  financing  to  be  provided  to 
the  Owner  for  the  project,  (iv)  the  pro¬ 
jected  monthly  debt  service  for  such  per¬ 
manent  financing  on  which  the  Contract 
Rents  are  based,  and  (v)  the 'spread,  if 
any,  between  the  projected  rate  of  bor¬ 
rowing  end  the  projected  rate  of  lending 
to  the  Owner.  The  financing  agency  shall 
also  certify  (vi)  that  the  spread,  if  any, 
between  its  actual  rate  of  borrowing  and 
the  actual  rate  of  lending  to  the  Owner 
for  the  project  will  not  be  greater  than 
the  projected  spread  nor  greater  than 
the  spread  allowed  fiu-  the  borrowing  as 
a  whole  under  the  Department  of  Treas¬ 
ury  regulations  regarding  arbitrage  if  the 
borrowing  is  subject  to  those  regulations, 
or  the  HUD  regulations  under  section  11 
(b)  of  the  United  States  Housing  Act  of 
1937  (24  CFR,  811.101)  if  the  borrowing 
is  by  a  PHA  under  that  5  811.101,  and 
(vii)  that  the  terms  of  the  financing,  the 
amount  of  the  obligations  issued  with  re¬ 
spect  to  the  project,  and  the  use  of  the 
funds  raised  will  be  in  compliance  with 
applicable  Department  of  Treasury  reg- 
ultations  regarding  arbitrage  or  HUD 
regulations  in  §811.101.  The  term 
“spread”  means  the  difference  between 
the  net  interest  cost  on  financing  agency 
obligations  issued  in  cimnection  with  a 
project  and  the  effective  rate  of  interest 
(i.e.,  including  the  servicing  charge)  pay¬ 
able  by  the  Owner. 

(3)  The  financing  agaM:y  shall  retain 
in  its  files,  and  make  availsdQle  for  HUD 
inspection,  the  d(x:umentatk>n  relating  to 
its  financing  of  section  8  projects,  includ¬ 
ing  any  certifications  of  compliance  with 
the  applicaUe  Department  of  Treasury 
or  HUD  regulations. 

(c)  Recoupment  of  Savings  in  Financ¬ 
ing  Cost.  (1)  In  the  event  that  interim 
financing  is  continued  after  the  first  year 
of  the  term  of  the  Contract  and  the  debt 


service  of  the  interim  financing  for  any 
period  of  three  months  after  such  first 
year,  is  less  than  the  anticipated  debt 
service  under  the  permanent  financing 
on  which  the  Contract  Rents  were  based, 
an  appropriate  amount  refiecting  the 
savings  in  financing  cost  shall  be  cred¬ 
ited  by  HUD  to  the  Project  Account  pur¬ 
suant  to  5  880.103  or  §  880.106,  as  ap¬ 
propriate,  and  withheld  from  housing 
assistance  payments  to  the  Owner.  If 
during  the  course  of  ^e  same  year  there 
is  any  period  of  thr^  months  in  which 
the  debt  service  is  greater  than  the  an¬ 
ticipated  debt  service  under  the  perma¬ 
nent  financing,  an  adjustment  sliall  be 
made  so  that  only  the  net  amount  of 
savings  in  debt  service  for  the  year 
is  credited  by  HUD  to  the  Project  Ac¬ 
count  and  w'ithheld  from  housing  assist¬ 
ance  payments  to  the  Owmer  as  afore¬ 
said  (no  increased  pasmients  shall  be 
made  to  the  Owner  on  account  of  any  net 
excess  for  the  year  of  actual  interim 
debt  service  over  the  anticipated  debt 
service  under  the  permanent  financing). 
Nothing  in  this  paragraph  (c)  shall  be 
construed  as  requiring  a  reduction  in  the 
Contract  Rents  or  precluding  adjust¬ 
ments  of  Contract  Rents  in  accordance 
with  §  880.110. 

(2)  The  computation  and  recoupment 
under  this  paragraph  (c)  may  be  made 
on  an  annual  or  on  a  quarterly  or  other 
periodic  basis,  but  in  any  event  no  later 
than  as  of  the  end  of  each  fiscal  year; 
Provided,  however.  That  if  recoupment  is 
to  be  made  less  often  than  quarterly,  the 
amoimts  of  recoupment  shall  be  com¬ 
puted  on  at  least  a  quarterly  basis  and 
the  funds  shall  be  deposited  in  a  special 
account  from  which  withdrawals  may  bo 
made  only  with  the  authorization  of  HUD 
or  otlicr  entity  administering  the  Con¬ 
tract. 

(d>  Adjustment  to  reflect  actual  cost 
of  permanent  financing.  After  the  proj¬ 
ect  is  permanently  financed,  the  financ¬ 
ing  agency  shall  submit  a  certification 
as  to  the  actual  finaQcing  terms.  If  the 
actual  debt  service  under  the  permanent 
financing  is  lower  than  the  anticipated 
debt  service  on  which  the  Contract  Rents 
were  based,  the  initial  Contract  Rents, 
or  the  Contract  Rents  currently  in  ef¬ 
fect.  shall  be  reduced  commensurately, 
and  the  amount  of  the  savings  shall  be 
credited  to  the  Project  Account.  The 
maximum  ACC  or  Contract  commitment 
shall  not  be  reduced.  If  the  actual  debt 
service  is  higher,  the  Contract  Rents 
shall  not  be  increased. 

(e)  Use  of  Contract  as  security  for 
financing.  (1)  An  Owmer  or  financing 
agency  may  pledge,  or  i^er  as  security 
for  any  loan  or  obligation,  an  Agreement 
or  Contract  entered  into  pursuant  to 
this  part,  and  a  financing  agency  may 
pledge  ACC  payments  as  security  for 
housing  assistance  payments  pursuant 
to  the  Contract:  Provided,  however.  That 
such  security  is  in  connection  with  a 
project  constructed  pursuant  to  this 
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part,  the  terms  of  the  financing  or  airy 
refinancing  have  been  approved  by  HUD 
in  accordance  with  this  section,  and  the 
financing  agency  has  submitted  a  cer>, 
tification  Uiat  the  terms  and  conditions 
of  the  financing  for  the  particular  proj¬ 
ect  are  consistent  with  those  specified 
in  the  documents  which  were  aiH>roved 
by  HX7D.  Any  such  pledge  shall  be  lim¬ 
ited  to  the  amounts  payable  imder  the 
Contract  or  ACC  in  accordance  with  its 
terms. 

(2)  In  the  event  of  foreclosure,  or  as¬ 
signment  or  sale  to  the  financing  agency 
in  lieu  of  foreclosure,  or  in  the  event  of 
assignment  or  sale  agreed  to  by  the  fl- 
nancing  agency  and  approved  by  HUD 
(which  approval  shall  not  be  unreason¬ 
ably  delayed  or  withheld),  housing  as- 
sisi^ce  pa3nnents  shall  continue  in  ac¬ 
cordance  with  the  terms  of  the  Contract. 

§  880.126  Applicability  of  tlii^  Part  to 
Invitations  for  Proposals  Oiilstaiiil- 
ing  on  April  26,  1976. 

(a)  If,  prior  to  April  26,  1976,  an  In¬ 
vitation  for  Proposals  had  been  issued 
and  (1)  the  deadline  in  said  Invitation 
had  passed  and  (2)  copies  of  Proposals 
had  been  sent  to  the  A-95  Clearinghouse 
and/or  unit  of  general  local  government 
for  comment,  such  Proposals  shall  be 
processed  and  selection  shall  be  made  in 
accordance  with  this  Part  prior  to  said 
date. 

(b)  If,  prior  to  April  26,  1976,  an  In¬ 
vitation  for  Proposals  had  been  issued 
but  any  of  the  conditions  specified  In 
paragraph  (a)  of  this  section  had  not 
occurred.  Proposals  shall  continue  to  be 
received  in  accordance  with  the  Invita¬ 
tion,  and  the  field  office  director  shall 
make  a  determination  whether  to  per¬ 
form  all  further  processing  and  other  ac¬ 
tivities  with  respect  to  said  Invitation 
and  resulting  Proposals  (1)  in  ac¬ 
cordance  with  this  Part  prior  to  said  date 
until  the  selection  of  Proposals  has  been 
completed,  or  (2)  in  accordance  with  this 
Part  as  amended  on  said  date.  Where 
alternative  (2)  is  utilized,  the  field  office 
shall  notify  the  Owners  who  have  sub¬ 
mitted  Proposals  prior  to  the  deadline  of 
the  additional  documentation  required 
and  shall  allow  them  a  reasonable  time, 
not  to  exceed  15  calendar  days,  to  furnish 
such  documentation. 

Subpart  B — Project  Development  and 
Deration 

§  880.201  AllocatioiM  of  Conirart  Au¬ 
thority  to  Field  Offices. 

HUD  field  offices  will  be  allocated  con¬ 
tract  authority  for  the  Section  8  Housing 
Assistance  Payments  Program  for  met¬ 
ropolitan  areas  and  for  nonmetropolitan 
areas  in  conformance  with  section  213 
(d)  of  theHCDAct 

§  880.202  Determination  of  Number  and 
T3rpes  of  Units  to  be  Assisted;  New 
Construction  Program  Schedule. 

(a)  Number  and  Types  of  Units  to  be 
Assisted.  Each  field  office  shall,  after  con¬ 
sidering  the  cimtents  of  any  Locsd  Hous¬ 
ing  Assistance  Plans  and  any  other  per¬ 
tinent  InfcMmation  which  it  has  or  which 
is  brought  to  its  attention  In  relation  to 


the  factors  set  forth  in  section  213(d>  of 
the  HCD  Act.  Including  any  applicable 
state  or  areawide  housing  allocation  plan, 
determine  the  number  and  types  of  units 
to  be  made  available  for  new  construc¬ 
tion,  substantial  rehabilitation,  and  ex- 
Istiiig  housing  in  the  geographic  areas 
establish^  for  the  purpose  of  allocating 
funds  (herein  called  “allocation  areas”) . 

(b)  New  Construction  Program  Sched¬ 
ule.  With  respect  to  each  allocation  area 
or  part  thereof,  the  field  office  shall  pre¬ 
pare  an  appropriate  schedule  for  pub¬ 
lishing  Notifications  of  Fund  Availability 
(NOFA)  pursuant  to  S  880.203  (a) 

through  (c)  or  inviting  Proposals  for  pre¬ 
approved  sites  pursuant  to  S  880.203(e). 
The  schedule  may  be  modified  at  such 
time  as  circumstances  require. 

§  880.203  Notifications  of  fund  avail¬ 
ability. 

(a)  Publication.  TTie  field  office  shall 
publish  Notifications  of  Fund  Availa¬ 
bility  in  accordance  with  its  schedule. 
Each  NOFA  shall  be  published  in  a  news- 
paper(s)  of  general  circulation  serving 
the  area(s)  in  which  the  housing  is  de¬ 
sired  at  least  once  a  week  for  two  con¬ 
secutive  weeks. 

(b)  Notification  to  Minority  Media  and 
Others.  As  prwnptly  as  possible,  the  field 
office  shall  also  notify  minority  media, 
business  concerns  Included  in  HUD’s 
registry  of  Section  3  businesses  for  the 
applicable  political  jurisdictions,  minor¬ 
ity  organizations  involved  in  housing  and 
community  development,  and  fair  hous¬ 
ing  groups.  In  addition,  the  field  office 
shall  notify  the  State  Director  of  the 
Farmer’s  Home  Administration,  if  ap¬ 
plicable,  and,  to  the  extent  feasible,  the 
field  office  may  notify  appropriate  PHAs, 
the  chief  executive  officer  of  the  appro¬ 
priate  unit(s)  of  general  local  govern¬ 
ment.  trade  Journals,  and  other  non¬ 
minority  media.  Information  copies  of 
the  NOFA  may  also  be  sent  to  sponsors 
of  FHA  projects  which  are  in  processing 
and  could  be  eligible  for  Section  8  assist¬ 
ance,  and  to  owners  who  previously  sub¬ 
mitted  Proposals  which  had  been  found 
approvable  but  were  not  selected  due  to 
funding  limitations. 

(c )  The  Notification  shall  state : 

(1)  The  geographic  area  or  areas  in 
which  the  housing  is  to  be  constructed: 

(2)  Hie  amount  of  Section  8  contract 
authority  being  made  available  for  new 
construction  projects  designed  for  the 
eldeiiy  and  handicapped  and  the  ap¬ 
proximate  number  of  units  this  amount 
is  expected  to  assist. 

(3)  The  amount  of  Section  8  contract 
authority  being  made  available  for  new 
construction  projects  for  other  than  the 
elderly  or  handicapped,  and  (1)  the  ap¬ 
proximate  number  of  large  family  units 
(3  or  more  bedrooms)  and  (ii)  the  ap¬ 
proximate  number  of  other  family  units 
that  this  amount  is  expected  to  assist; 

(4)  That,  up  to  a  specified  deadline 
date  (generally  35  calendar  days,  begin¬ 
ning  with  the  date  of  the  first  publica¬ 
tion)  ,  the  field  office  will  accept  Prelimi¬ 
nary  Proposals,  but  that  such  deadline 
may  be  shortened  or  extended  by  HUD 
with  appropriate  notification  to  those 
parties  who  have  registered  with  the 


field  office  so  that  they  may  be  so  noti¬ 
fied; 

(5)  That  in  the  case  of  Proposals  for 
projects  to  be  located  in  n<m-metropoli- 
tan  areas  and  Proposals  for  projects  in 
which  the  Owner  proposes  to  limit  the 
number  of  assisted  units  to  20  percent 
of  the  dwelling  units  in  the  project,  the 
deadline  shall  not  apply; 

(6)  That  Propossds  may  be  submitted 
by  private  Owners  or  PHA -Owners  for 
direct  contracting  with  HUD,  or  by  PHAs 
on  behalf  of  Owners  with  whom  the  PHA 
proposes  to  contract  pursuant  to  an  An- 
nual  Contributions  Contract  with  HUD; 

(7)  That  appropriate  instructions, 
forms,  and  other  program  Information 
may  be  obtained  at  the  field  office. 

(8)  Such  other  pertinent  information 
as  the  field  office  may  specify. 

(d)  Notifications  for  Special  Cate¬ 
gories.  (1)  In  the  case  of  projects  in  new 
communities  when  authorized  by  the 
New  Communities  Administration,  the 
field  office  shall  utilize  the  procedures  set 
forth  in  this  Subpart,  except  that 
S  880.203(a)  through  (c)  shall  not  be  ap¬ 
plicable.  Other  appropriate  means  of 
notification  as  determined  by  the  field 
office  and  the  New  Communities  Admin¬ 
istration  may  be  used. 

(2)  In  the  case  of  PHA-Owner  Propos¬ 
als  utilizing  any  special  set-aside  estab¬ 
lished  for  PHA-Owner  Projects,  the  field 
office  shall  utilize  the  procedures  set 
forth  in  this  Subpart,  except  that 
§  880.203(a)  through  (c)  shall  not  be  re¬ 
quired.  Other  appropriate  means  of  noti¬ 
fication  as  determined  by  the  field  office 
may  be  used. 

(e)  Preapproved  Sites.  (1)  Upon  writ¬ 
ten  request  from  a  imit  of  general  local 
government  that  a  site(s)  be  preap¬ 
proved  for  Section  8  use,  the  field  office 
may  review  the  alte(8)  for  compliance 
with  the  site  and  neighborhood  and  the 
environmental  standards  of  this  Part 
and,  at  the  discretion  of  the  field  office 
director,  may  preapprove  such  slte(s) 
for  Section  8  use.  Pi^pproval  shall  not 
be  granted  unless  (i)  the  land  will  be 
made  available  to  the  developer  selected 
by  HUD  in  accordance  with  the  proce¬ 
dures  under  this  Subpart,  and  (il)  the 
price  at  which  the  land  will  be  made 
available  to  the  selected  developer  is  rea¬ 
sonable  and  approved  by  HUD.  In  the 
case  of  a  site  that  has  been  so  preap¬ 
proved,  HUD  shall  publish  a  NOFA  re¬ 
questing  Preliminary  Proposals  for  that 
site,  except  that  where  the  site  is  in  an 
urban  renewal  area,  HUD  may  approve 
the  Preliminary  Proposal  of  a  developer 
who  has  been  or  will  be  selected  under 
the  applicable  urban  renewal  procedures 
(i.e.,  with  no  advertisement  pursuant  to 
this  Subpart) . 

(2)  Where  an  Invitation  for  Prelimi¬ 
nary  Proposals  or  a  NOFA  has  been  pub¬ 
lished  prior  to  the  determination  to  uti¬ 
lize  a  preapproved  site,  such  Invitation 
or  NOFA  may  not  be  cancelled  or 
amended  in  order  to  use  all  or  part  of 
the  same  aDocation  for  such  preapproved 
site. 

(f)  Availability  of  Notifications.  Copies 
of  each  NOFA  and  Developer’s  Packet 
shall  be  available  In  the  field  office. 
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§  880.204  Obtaining  program  informa¬ 
tion. 

(a)  Developer’s  Packet.  TTie  Develop¬ 
er’s  Packet  shall  include: 

(1)  A  copy  of  theJSection  8  New  Con¬ 
struction  regulations  and  HUD  forms  re¬ 
quired  for  submission  of  a  Preliminary 
Proposal  and  the  Packet  shall  indicate 
where  HUD  Minimiun  Property  Stand¬ 
ards  and  other  applicable  relations, 
standards,  and  forms  may  be  obtained; 
and 

(2)  Requirements  and  information 
necessary  to  enable  interested  parties  to 
prepare  a  Prdiminary  Proposal  in  ac¬ 
cordance  with  this  Part. 

(b)  Additional  Guidance.  Any  Owner 
may  request  a  meeting  with  the  field 
office  for  the  purpose  of  obtaining  addi¬ 
tional  guidance  and  assistance  prior  to 
submitting  a  proposal. 

§  880.205  Contents  of  preliminary  pro¬ 
posals. 

Each  Preliminary  Proposal  shall  in¬ 
clude  or  indicate  the  following: 

(a)  Identification  of  the  proposed  site, 
including  a  map  showing  the  location  of 
the  site  and  the  racial  composition  of  the 
neighborhood,  sketch  of  site  plan,  dimen¬ 
sions,  any  unusual  site  features,  and  zon¬ 
ing  (however,  only  a  sketch  of  the  site 
plan  is  required  for  a  New  Cwnmunities 
project) . 

(b)  Documwitary  evidence  that  the 
Owner  has  title  to  the  site  or  a  copy  of 
a  contract(s)  of  sale,  if  any,  with  respect 
to  the  site  or  a  copy  of  the  site  option 
agrreement(s)  or  other  legal  ccanmitment 
for  the  site  (however,  only  the  proposed 
price  is  required  for  a  New  Communities 
project) . 

(c)  A  description  of  the  proposed 
housing  including  number  and  type  of 
structures,  number  of  stories,  structural 
system,  exterior  finish,  heating-air  con¬ 
ditioning  systan,  number  of  imits  by  size 
(niunber  of  bedro(Hns),  living  area  and 
composition  for  each  size  of  unit,  and 
any  special  amenities  or  features;  and 
sketches  of  the  building  and  vmit  plans. 

(d)  The  Contract  Rent  per  unit,  by 
size  and  structure  type. 

(e)  nie  equiianent  to  be  included  in 
the  Contract  Rent. 

(f )  The  utilities  and  services  to  be  in¬ 
cluded  in  the  Contract  Rent  and  those 
utilities  and  services  not  so  included.  For 
each  utility  and  service  not  included  in 
the  Contract  Rent,  an  estimate  of  the 
av^age  monthly  cost  (for  the  first  year 
of  occupancy)  to  the  occupants  by  unit 
size  and  structure  type. 

(g)  A  showing  that  the  Proposal  meets 
any  special  requirements  or  restrictions 
necessary  for  compliance  with  the  provi¬ 
sions  of  the  Local  Housing  Assistance 
Plan,  if  any. 

(h)  Evidence  that  the  proposed  con¬ 
struction  is  permissible  imder  applicable 
zoning  ordinances  or  regulations,  or  a 
statement  of  the  proposed  action  to  make 
the  construction  permissible  and  the  ba¬ 
sis  for  belief  that  such  action  will  be 
successfully  c(»npleted  prior  to  submis¬ 
sion  of  the  architect’s  certification  pur¬ 
suant  to  Sec.  880.211(b)  (l.e.  a  summary 


of  results  of  any  recent  requests  for  re¬ 
zoning  on  land  in  similar  zoning  classi¬ 
fications  and  the  time  required  for  such 
rezoning,  preliminary  indications  of  ac¬ 
ceptability  from  zoning  bodies,  etc.). 

(1)  Whether  the  proposed  project  will 
displace  site  occupants.  If  so,  the  Pro¬ 
posal  shall  state  the  number  of  families, 
individuals,  and  business  concerns  to  be 
displaced  (identified  by  race  or  minority 
group  status,  and  whether  they  are  own¬ 
ers  or  renters),  and  shall  demonstrate 
that  relocation  is  feasible;  in  the  csise 
of  a  PHA-Owner  Proposal,  a  statement 
shall  be  included  as  to  how  necessary 
relocation  pajrments  will  be  funded. 

(j)  A  signed  certification  of  the  Own¬ 
er’s  intention  to  comply  with  Title  VI 
of  the  CiVU  Rights  Act  of  1964,  TiUe  VHI 
of  the  Civil  Rights  Act  of  1968,  Executive 
Order  11063,  Executive  Order  11246,  and 
Section  3  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1968.  If  the  proposed 
project  is  to  be  located  within  the  area 
of  a  Local  Housing  Assistance  Plan,  in¬ 
clude  certification  that  the  Owner  will 
take  affirmative  action  to  provide  the 
opportunity  to  apply  for  imits  in  the 
proposed  project  to  persons  expected  to 
reside  in  the  community  as  a  result  of 
current  or  planned  employment,  as  indi¬ 
cated  in  the  Local  Housing  Assistance 
Plan. 

(k)  The  identity  of  the  Owner,  de¬ 
veloper.  builder  (if  known),  and  archi¬ 
tect  (if  known) ;  the  qualifications  and 
experience  of -each;  and  the  names  of 
officials  and  principal  members,  share¬ 
holders  and  investors,  and  other  parties 
having  substantial  interest,  and  the  prior 
participation  of  each  in  HUD  programs, 
using  the  prescribed  form. 

(l)  Whetoer  the  Owner  intends  to  pro¬ 
vide  management  services  or  to  contract 
with  a  managing  agent.  In  the  latter  case, 
provide  the  identity  of  the  managing 
agent,  if  known,  and  the  other  informa¬ 
tion  as  specified  in  paragraph  (k)  of  this 
section. 

(m)  The  proposed  method  (e.g.,  con¬ 
ventional  mortage,  FHA  insured  mort¬ 
gage,  bonds)  and  terms  (e.g.,  interest 
rates,  discounts,  amortization  period)  of 
financing  together  with  evidence  of  re¬ 
view  and  interest  by  a  lender  or  bond 
underwriter  or  counsel  or  similar  evi¬ 
dence  that  financing  would  likely  be 
available  should  the  Proposal  be  selected. 
(Such  evidence  of  financing  is  not  re¬ 
quired  if  the  Owner  proposes  to  utilize 
FHA  mortgage  insurance  (see  Sec.  880. 
207)  or  the  FmHA  Sec.  915  Rural  Hous¬ 
ing  Program;  in  such  cases,  either,  the 
prescribed  FHA  form  shall  be  completed 
and  submitted  with  the  Preliminary  Pro¬ 
posal,  or  evidence  that  a  preapplication 
has  been  submitted  to  the  FmHA  shall 
be  submitted  with  the  Preliminary  Pro¬ 
posal.)  A  statement  shall  be  included  in 
all  Proposals  as  to  whether  the  Owner 
intoids  to  pledge  or  offer  the  Agreement 
and/or  Contract  as  security  for  any  loan 
or  obligation  (see  Sec.  880.115(b)). 

§  880.206  8ubini»>»tion  of  Preliminary 
Proposals. 

(a)  Submission  Requirements.  Prelimi¬ 
nary  Proposals  shall  be  submitted  to  the 


field  office  in  the  number  of  copies  and 
in  the  manner  specified  in  the  Develop¬ 
er’s  Packet.  Submission  of  Preliminary 
.Proposals  shall  be  by  hand  delivery  or 
certified  mail.  Any  Preliminary  Proposal 
received  by  the  field  office  after  the  dead¬ 
line  shall  not  be  accepted  but  shall  be 
returned  unopened. 

(b)  Confidentiality  of  Information.  All 
information  in  or  specifically  relating  to 
any  submitted  Proposal  shall  be  held 
confidential  by  HUD,  in  the  same  man¬ 
ner  as  bids  before  award  of  a  contract, 
until  the  latest  date  established  by  HUD 
for  the  acceptance  of  Proposals  and  un¬ 
til  after  any  extensions  granted  pursuant 
to  Sec.  880.208(b) .  However,  confiden¬ 
tiality  shall  not  apply  after  a  Proposal 
has  been  submitted  to  the  unit  of  general 
local  government  or  A-95  Clearinghouse. 

§  88().207  Preliminary  proposals  indiral* 
ing  HUD— FHA  Mortgage  Insurance. 

(a)  Advance  Mortgage  Insurance 
Processing.  This  paragraph  (a)  applies 
to  Owners  who  apply  for  HUD-FHA 
mortgage  insurance  prior  to  the  submis¬ 
sion  of  a  Preliminary  Proposal  under  this 
Part.  In  such  cases,  an  Owner  may  apply 
for  a  Site  Appraisal  and  Market  Anal¬ 
ysis  (SAMA)  Letter,  A  Conditional  Com¬ 
mitment  or  a  Firm  Commitment  for 
mortgage  insurance  by  submitting  an 
Application  on  the  prescribed  form  with 
supporting  exhibits  and  the  required  fee. 
Such  an  Application  shall  meet  all  ap¬ 
plicable  mortgage  insurance  criteria  and 
underwriting  standards  without  modifi¬ 
cation  and  without  reliance  upon  hous¬ 
ing  assistance  payments  under  this  Part, 
or,  in  the  alternative,  approval  for  mort¬ 
gage  insurance  shall  be  cmiditioned  upon 
subsequent  approval  of  a  section  8  Pro¬ 
posal  for  the  same  project.  If  a  SAMA 
Letter,  Conditional  Commitment,  or  Firm 
Commitment,  whichever  is  applicable,  is 
issued,  and  if  prior  to  expiration  thereof 
the  Owner  submits  a  Preliminary  Pro- 
pi^  under  this  Part  which  is  consistent 
with  the  Proposal  as  approved  for  mort¬ 
gage  insurance,  such  Proposal  will 
nevertheless  be  subject  to  review  and 
evaluation  in  accordance  with  the  proce¬ 
dures  under  this  Part;  however,  if  the 
Preliminary  Proposal  is  acceptable  in  ac¬ 
cordance  with  the  procedures  under  this 
Part,  further  processing  will  be  coordi¬ 
nated  in  accordance  with  paragraph  (b) 
of  this  section  to  the  extent  applicable, 
and  the  rents  which  may  be  approved 
for  such  a  Preliminary  Proposal  will  not 
be  less  than  the  previously  approved 
rents  which  were  used  in  pr(x;essing  the 
mortgage  insurance  apidication,  pro¬ 
vided  that  they  are  otherwise  approvable 
-  in  accordance  with  this  Part. 

(b)  Concurrent  Processing.  (1)  The  ’ 
provisions  of  this  paragraph  (b)  apply 
where  the  Preliminary  Proposal  indicates 
an  intention  to  finance  a  project  with 
a  HUD-FHA  insured  mortgage.  Such  a 
Proposal  will  not  be  approvable  under 
this  Part  unless  it  meets  the  market  and 
site  acceptability  criteria  of  the  ain>li- 
cable  mortgage  insurance  program.  How¬ 
ever,  the  commitment  of  Section  8  hous¬ 
ing  assistance  will  be  taken  into  account 
when  measuring  the  market  absorption 
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component  of  marketability.  The  proc¬ 
essing  at  such  a  Proposal  for  mortgage 
insurance  will  be  integrated  with  the 
Section  8  review  and  evaluation  process. 
Such  a  Preliminary  Proposal  will  be  ap¬ 
proved  only  where  HUD  has  also  deter¬ 
mined  that  the  Proposal  will  qualify  for 
mortgage  insurance  subject  to  a  satis¬ 
factory  demonstration  by  the  Owner  of 
his  capability  to  complete  the  project, 
and  subject  to  subsequent  determina¬ 
tions  of  site  value,  the  loan  amount  and 
credit  approval. 

(2)  As  part  of  the  Preliminary  Evalua¬ 
tion  (See  §  880.208)  of  Proposals  involv¬ 
ing  FHA  mortgage  insurance,  the  field 
office  shall  make  a  preliminary  debt  serv¬ 
ice  analysis  to  determine  the  tentative 
approvable  mortgage  amount  and  maxi¬ 
mum  supportable  cost  based  on  the  field 
office’s  estimate  of  market  rentals,  oper¬ 
ating  expenses  and  taxes  for  the  pro¬ 
posed  project.  If  the  field  office  is  unable 
to  approve  the  mortgage  amoimt  re¬ 
quested,  it  shall  notify  the  Owner  in 
the  notification  of  deficiency,  in  accord¬ 
ance  with  Sec.  880.208(b) ,  of  the  maxi¬ 
mum  mortgage  amount  which  is  tenta¬ 
tively  approvable  and  shall  advise  the 
Owner  to  Inform  the  field  office  within 
the  specified  time  whether  he  wishes 
processing  of  the  Proposal  to  proceed 
based  on  the  revised  mortgage  amount. 

(3)  After  Selection  of  a  Preliminary 
Proposal  which  involves  HUD-PHA 
mortgage  insurance,  the  Owner  may 
submit  prior  to  submission  of  the  Final 
Proposal  (if  not  previously  submitted) 
an  application  for  Site  Appraisal  and 
Market  Analysis  (SAMA)  Letter  or  Con¬ 
ditional  Commitment  with  the  required 
fee  if  he  is  requesting  that  the  Propotal 
be  eligible  for  Government  National 
Mortgage  Association  (GNMA)  commit¬ 
ment  m  all  cases,  an  application  for 
HUD-PHA  Conditional  or  Firm  Cmn- 
mitment  with  the  required  fee  imder  the 
applicable  mortgage  insurance  program 
shall  be  submitted  by  the  Owner  with 
the  Final  Proposal.  Such  Final  Proposals 
will  not  be  approved  under  Section  8  un¬ 
less  they  also  qualify  for  issuance  of  a 
HUD-FHA  Conditicmal  or  Firm  Com¬ 
mitment  under  the  applicable  mortgage 
Insurance  program.  The  HUD  notifica¬ 
tion  of  approval  of  the  Final  Proposal 
will  be  accompanied  by  a  HUD-FHA 
Omditional  or  Firm  Commitment  for 
HUD-FHA  mortgage  insurance.  The 
Owner’s  acceptance  of  HUD’s  notifica- 
tkm  of  approval  of  the  Final  Propc»al 
will  constitute  concurrent  acceptance  of 
the  conditions  and  terms  of  the  HUD- 
FHA  Conditional  or  Firm  Commitment 
for  mortgage  insurance.  Hie  Owner  will 
be  required  to  obtain  a  Firm  Commit¬ 
ment  inior  to  the  execution  of  the 
Agreemoit. 

(c)  Delayed  Mortgage  Insurance 
Processing.  Where  an  Owner  does  not 
indicate  in  his  Preliminary  Proposal  that 
he  intends  to  utilize  HUD-FHA  mortgage 
insurance  and  applies  for  HUD-FHA 
mortgage  insurance  after  selection  by 
I^TD  of  the  Prrilmlnary  Proposal  under 
this  Part,  he  rlrics  (1)  having  his  Prelim- 
inary  Proposal  rejected  for  HUD-FHA 
mortgage  Insurance  and  (2)  having  lower 
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rents  approved  under  the  mortgage  in¬ 
surance  program  than  the  rents  set  forth 
in  the  approved  Proposal  under  this 
Part. 

§  880.208  Preliminary  Evaluation,  Tech¬ 
nical  ProccMing  and  Selection  of  Pre¬ 
liminary  Proposals. 

(a)  Preliminary  Evaluation.  In  order 
to  determine  whether  a  Preliminary 
Proposal  is  complete  and  acceptable  for 
Technical  Processing,  the  field  office 
may  begin  its  Preliminary  Evaluation 
immediately  upon  receipt  of  the  Pro¬ 
posal.  Such  Prdiminary  Evaluation  shall 
consist  of  a  review  to  ascertain  whether 
it  is  clear,  even  without  field  investiga¬ 
tion,  that: 

(1)  ’The  Proposal  is  lacking  any  of  the 
required  submissions  and  forms,  or  any 
of  them  are  not  properly  completed; 

(2)  The  site  does  not  meet  standards 
set  forth  in  S  880.112; 

(3)  The  proposed  Gross  Rents  exceed 
the  applicable  Fair  Market  Rent  limi¬ 
tations  (see  S  880.108(a) ) ; 

(4)  ’The  sizes  and  types  of  units  are 
not  suitable  for  the  tyi}e  of  occupancy 
intended; 

(6)  The  developer,  builder.  Owner 
and/or  managing  agent  lack  the  ability 
to  construct  the  project  or  to  carry  out 
the  required  management  and  mainte¬ 
nance  services ; 

(6)  ’The  Proposal  fails  to  comply  with 
one  or  more  requirements  of  the  NOFA, 
the  Developer’s  Packet  or  this  Part  880. 

(b)  Action  on  Proposals  Found  to  be 
Deficient.  If  a  Propoi^  is  incomplete  or 
if  a  deficiency  is  found  with  respect  to 
any  item  set  forth  in  paragraph  (a)  of 
this  section,  the  Owner  shall  be  advised 
in  writing  of  the  deficiencies  and  (1)  that 
the  Proposal  is  rejected,  or  (2)  if  the 
field  office  determines  that  further  con¬ 
sideration  of  the  Proposal  would  assist  in 
meeting  the  qualitative  and  quantitative 
objectives  of  this  Part,  that  amendments 
or  modifications  to  correct  the  deficien¬ 
cies  will  be  accepted  if  they  are'received 
on  or  before  a  specified  date. 

(c)  Eligibility  for  Technical  Process¬ 
ing.  If  a  Proposal  is  found  acceptable 
pursiumt  to  paragraph  (a)  of  this  sec¬ 
tion  the  Proposal  shall  be  eligible  for 
Technical  Processing.  Similarly  if 
amendments  or  modifications  were  re¬ 
quested  pursuant  to  paragraph  (b)  of 
this  section  and  were  received  by  the 
date  specified  and  foimd  acceptable,  the 
Proposal  shall  be  eligible  for  Tech^cal 
Processing.  However,  if  such  amend- 
mencs  or  modifications  are  not  found 
acceptable,  the  Proposal  shall  be  re¬ 
ject^. 

(d)  Modification  of  Deadline.  (1)  ’The 
field  office  may  determine  to  shorten  the 
deadline  If  it  finds  that  a  sufficient  num¬ 
ber  of  Proposals  are  eligible  for  Tech¬ 
nical  ProcMsing,  and  at  least  10  calendar 
days  remain  until  the  deadline  date  spec¬ 
ified  in  the  NC^A  In  such  case,  the 
field  office  shall  notify  in  writing  all 
those  who  have  registered  and  not  yet 
submitted  Proposals  that  no  Proposals 
will  be  accepted  after  a  specified  date  (at 
least  five  woiicing  days  after  the  date  of 
the  mailing) .  All  such  notificatirais  shall 
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be  mailed  on  the  same  date  by  registered 
mail  return  receipt  requested. 

(2)  If  the  field  office  finds  that  an  in¬ 
sufficient  number  of  Proposals  eligible 
for  Technical  Processing  have  been  re¬ 
ceived  by  the  deadline,  it  may  extend 
the  deadline  by  publishing  a  notification 
to  this  effect,  and  by  providing  8U(^  ad¬ 
ditional  notification  as  it  deems  appro¬ 
priate. 

(e)  Technical  Processing.  When  a  Pro¬ 
posal  is  determined  eligible  pursuant  to 
paragraph  (a)  or  (c)  of  this  section,  the 
field  office  shall  begin  Technical  Process¬ 
ing.  but  no  final  selection  shall  be  made 
until  the  response  periods  of  paragraph 
(e)  (1)  and  (2)  of  this  section  have 
ended.  Technical  Processing  shall  con¬ 
sist  of  the  following: 

(1)  For  each  Preliminary  Prc^iosal 
which  is  determined  to  be  subject  to  A- 
95  clearance,  the  field  office  shall  send  a 
copy  (if  not  previously  submitted  by  the 
Owner)  to  the  appropriate  A-95  Clear¬ 
inghouse  for  review,  inviting  a  response 
within  34  calendar  days  from  the  date  of 
the  letter  of  transmittal. 

(2)  For  purposes  of  compliance  with 
section  213  of  the  HCD  Act,  the  field 
office  shall  forward  (if  not  previously 
submitted  by  the  Owner)  a  notification, 
in  the  form  prescribed  by  HUD,  to  the 
chief  executive  officer  (or  such  designee 
as  that  officer  may  designate)  of  the 
unit  of  general  local  government  in 
which  the  proposed  housing  is  to  be  lo¬ 
cated.  The  letter  shall  invite  a  response 
within  30  calendar  days  from  the  date  of 
the  notification  letter. 

(3)  The  field  office  shall  evaluate  each 
Proposal  on  the  basis  of  all  pertinent 
factors  under  this  Part  880,  including, 
but  not  limited  to:  rents;  site;  design; 
previous  experience  of  the  Owner  and 
other  key  participants  in  development 
and  management;  terms,  conditions,  and 
likelihood  iff  financing;  overall  feasibil¬ 
ity;  and  any  comments  received  during 
the  response  periods  from  the  appropri¬ 
ate  A-85  Clearinghouse  and  from  the 
imit  of  general  local  government. 

(4)  If.  in  its  evaluation  of  all  pertinent 
factors,  the  field  office  finds  deficiencies 
which,  in  its  judgment,  are  correctable 
within  a  reasmiable  time,  it  may  grant 
such  additional  time  as  it  deems  appro¬ 
priate  to  enable  the  Owner  to  correct 
such  deficiencies.  Otherwise  the  Owner 
shall  be  sent  a  notification  ^;>ecifying  the 
deficiencies  and  stating  that  the  Pro¬ 
posal  is  rejected. 

(5)  Prior  to  selection,  the  field  office 
shall  complete  an  environmental  review 
pursuant  to  HUD  NEPA  requirements. 

(6)  Based'On  the  factors  set  forth  in 
this  paragraph  (e) ,  the  field  office  shall 
determine 'for  each  allocation  area  or 
part  thereof  the  Preliminary  Proposals 
which,  in  its  judgment,  are  approvable. 
Selection  of  Proposals  shall  then  be  made 
in  accordance  with  paragraph  (f)  or  (g) 
of  this  section. 

(7)  Notwithstanding  the  foregoing 
provisions  of  this  section,  where  Prelimi¬ 
nary  Evaluation  has  been  completed  fix' 
all  Proposals  and.  on  the  baste  of  this 
evaluation  and  such  Technical  Process¬ 
ing  as  may  have  taken  place,  it  is  (dear 
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that  one  or  more  Proposals  are  superior, 
the  field  (^ce  director  may  direct  that 
Technical  Processing  be  ccxnpleted  first 
on  such  Proposal  (s) .  U  the  superior  Pro- 
posal(s)  would  utilize  all  the  contract 
authority  indicated  in  the  NOFA,  Tech¬ 
nical  Processing  of  the  remaining  Pro¬ 
posals  may  be  suspended;  otherwise, 
such  remaining  Proposals  shall  continue 
in  processing  and  selection  shall  be  made 
in  accordance  with  paragraphs  (f )  or  (g) 
of  this  section.  After  Technical  Process¬ 
ing  of  the  superior  Proposal(s)  is  com¬ 
plete  and  the  ProposaKs)  is  found  ap- 
provable,  the  Owner(s)  shall  be  sent  a 
notification  of  selection  in  accordance 
with  paragraph  (h)  of  this  secticm. 

(f)  Selection  Where  There  is  Suffi¬ 
cient  Contract  Authority  for  All  Approv- 
ahle  Proposals.  If  the  ccmtract  authority 
indicated  in  the  NOFA  is  sufBcirat  for 
all  the  approvable  Preliminary  Pr(HX)8als, 
the  Owners  shall  be  notified  of  selection 
in  accord  with  paragrai^  (h)  of  this 
section;  provided,  however,  that  if  the 
field  office  determines  that  selection  of 
such  Proposals  would  result  in  an  undue 
conc^tration  of  assisted  persons  in  an 
area  containing  a  high  proportion  of  low 
income  persons,  the  field  office  shall  de¬ 
termine  which  ProposaKs)  will  not  be 
approved. 

(g>  Selection  Where  Contract  Au¬ 
thority  Is  Insufficient  for  All  Approvable 
Proposals.  If  the  contract  authority  indi¬ 
cated  in  the  NOFA  Is  not  sufficient  for 
all  the  approvable  Preliminary  Pro¬ 
posals,  the  field  office  shall  proceed  as 
follows: 

(1)  Proposals  ccmsisting  of  projects 
to  be  developed  entirely  or  pre- 
dominanthr  for  the  elderly  and/or 
handicapp^  shall  be  listed  in  rank  order 
and  a  separate  rank  listing  shall  be 
established  for  projects  to  be  developed 
entirdy  or  predominantly  for  other  than 
the  elderly  and/or  the  handicapped. 
Rank  orders  shall  be  based  on  the  field 
office’s  assessment  of  which  Proposals 
have  the  best  combination  of  rents; 
site;  des^;  previous  experience  of  the 
proposed  Owner  and  other  key  par¬ 
ticipants  In  development  and  manage¬ 
ment;  terms,  conditions  and  likelihood 
of  financing;  overall  feasibility;  and 
comments.  If  any  received  from  the 
appropriate  A-95  Clearinghouse  and 
from  the  unit  of  general  local  govern¬ 
ment;  provided,  however,  that  pref¬ 
erence  shall  be  granted  to:  (i)  Proposals 
respcmding  to  local  ordinances  which  re¬ 
quire  or  encourage  development  of  proj¬ 
ects  which  contain  a  specified  prc^r- 
tion  of  assisted  units  (not  to  exceed  20 
percent);  and  (ii)  Proposals  of  more 
than  50  units  of  non-elderly  housing 
which  indicates  that  assistance  will  be 
limited  to  20  percent  or  less  of  the  imits 
to  be  cmistructed. 

(2)  With  respect  to  each  listing,  the 
field  office  shall  identify  for  selection  the 
hipest  ranking  Proposals  In  descending 
order  which  will  most  reasonably  ap¬ 
proximate  the  estimated  maxlmiun 
number  of  imlts  called  for  in  the  NOFA. 
The  estimated  maximum  number  of 
units  in  the  NOFA  may  be  exceeded  if 
the  funds  indicated  in  the  NOFA  are 


sufficient  or  if  additional  fimds  are  made 
available. 

(3)  The  field  c^ce  shall  determine 
whether  the  combined  results  of  the  ten¬ 
tative  selections  from  both  listings  would 
exceed  the  estimated  maximiun  number 
of  units  called  for  and  the  fimds  indi¬ 
cated  in  the  NOFA  or  would  result  in  an 
undue  concentration  of  assisted  persons 
in  an  area  containing  a  high  proportion 
of  low  income  persons.  If  sufficient  funds 
are  not  available,  or  an  imdue  concen¬ 
tration  would  result,  the  field  office  shall 
make  such  revisions  in  the  total  number 
of  units  to  be  approved  and/or  the  ten¬ 
tative  selections  as  it  may  determine  to 
be  necessary. 

(h)  Notification  of  Selection.  (1)  With 
respect  to  those  Preliminary  Proposals 
selected  in  accordance  with  this  section, 
the  field  office  shall  notify  the  Owners  in 
writing  and  request  them  to  submit 
within  a  reasonable  time  (to  be  speci¬ 
fied  in  the  notification)  a  Final  Pro¬ 
posal  meeting  the  requirements  of 
§  880.209.  The  notification  shall  specify 
or  include: 

(i)  The  Contract  Rents  acceptable  to 
HUD;  in  the  case  of  Proposals  request¬ 
ing  FHA  mortgage  insurance,  the  rents 
approved  for  purposes  of  processing  the 
mortgage  insurance  application;  and  if 
either  of  these  rents  is  lower  than  the 
rents  proposed  by  the  Owner,  the 
reason (s)  for  the  reduction; 

(11)  In  the  case  of  a  PHA-owner  Pro¬ 
posal,  the  estimate  of  the  amount  of 
relocation  payments; 

(ill)  Any  other  special  conditions  or 
requirements; 

'  (iv)  A  date  by  which  the  Owner  is 
required  to  return  a  copy  of  the  notifi¬ 
cation  with  either  (A)  an  indication  of 
his  acceptance  of  the  notification  in- 
cludlng  any  modifications  requested  by 
HUD,  or  (B)  his  request  for  reconsidera¬ 
tion  of  any  modifications. 

(2)  If  the  notification  contains  modi¬ 
fications,  and  the  Owner  requests  their 
reconsideration,  the  field  office  shall 
notify  Uie  Owner  of  the  date  by  which 
he  is  to  furnish  doc\unentation  in  sup¬ 
port  of  his  request  for  reconsideration. 

(3)  If  the  Owner  does  not  accept  the 
notification  by  the  date  specified,  or  if 
the  Owner  requests’  reconsideration  of 
modifications  and  the  field  office  and  the 
Owner  are  imable  to  reach  agreement 
with  respect  thereto,  the  field  office  shall 
notify  the  Owner  that  its  previous  ap¬ 
proval  of  his  Proposal  is  rescinded. 

(i)  Notification  of  Nonselection.  Own¬ 
ers  whose  Preliminary  Pr(HX)sals  were 
placed  in  Technical  Processing  but  were 
not  selected  by  the  field  office  shall  be 
sent  a  letter  notifying  them  of  such 
determination. 

(j)  Use  of  Residual  Units.  Where  the 
selected  Proposals  are  insufficient  to 
utilize  fully  the  contract  authority  in¬ 
dicated  in  the  NOFA  for  an  allocation 
area,  the  field  office  may: 

(1)  Give  further  consideration  to  Pro¬ 
posals  which  were  either  not  found 
elig^le  for  Technical  Processing,  or  as 
a  result  of  such  processing  were  found 
not  approvable,  or  were  foimd  approv¬ 
able  but  were  not  selected  as  a  result  of 


the  ranking,  and  afford  the  Owners  an 
opportimity  to  remedy  any  deficiencies, 
including  proposal  of  another  site;  or 

(2)  Reallocate  the  unused  contract  au¬ 
thority  to  another  allocation  area. 

§  880.209  Final  proposals. 

(а)  Contents  of  Final  Proposal.  Each 
Final  Proposal  shall  indicate  or  include 
the  following: 

(1)  A  copy  of  the  documentary  evi¬ 
dence  that  the  Owner  has  title  to  the 
site  or  a  copy  of  a  contract(s)  of  sale, 
if  any,  with  respect  to  the  site,  or  a  copy 
of  the  site  option  agreement(s)  or  other 
legal  commitment  for  the  site  (however 
only  the  proposed  price  is  required  for 
a  New  Communities  project). 

(2)  A  description  of  the  proposed  hous¬ 
ing  together  with  preliminary  drawings 
and  plans,  and  the  outline  specifications 
Ml  the  prescribed  form.  Preliminary 
drawings  and  plans  shall  include:  Site 
layout  bsised  on  the  topographical  infor¬ 
mation  available  from  existing  records 
and  the  known  subsurface  soil  condi¬ 
tions;  landscape  plans;  imlt  plans,  at 
the  scale  of  V4  inch  per  foot;  and  gen¬ 
eral  fioor  plans,  and  elevation  drawings 
for  each  typical  building,  at  the  scale 
of  Va  inch  per  foot. 

(3)  The  Contract  Rent  per  unit,  by 
size  and  structure  type. 

(4)  llie  equipment  to  be  included  in 
the  Contract  Rent. 

(5)  "Hie  utilities  and  services  to  be 
included  in  the  Contract  Rent  and  those 
utilities  and  services  not  so  included. 
For  each  utility  and  service  not  so  in¬ 
cluded,  an  estimate  of  the  average 
monthly  cost  (for  the  first  year  of  occu¬ 
pancy)  to  the  occupants  by  imit  size  and 
structure  type. 

(б)  In  the  case  of  a  PHA-Owner 
Project,  a  statement  that  the  PHA  un¬ 
dertakes  liability  for  (i)  provision  of 
relocation  payments  and  assistance  as 
prescribed  in  sections  202,  203,  and 
204  of  the  Uniform  Relocation  Assist¬ 
ance  and  Real  Property  Acquisition  Pol¬ 
icies  Act  of  1970;  (il)  provision  of  re¬ 
location  assistance  programs  offering 
the  services  described  in  section  205  of 
said  Act;  (iii)  assuring  that  within  a 
reasonable  period  of  time  prior  to  dis¬ 
placement.  Decent,  Safe,  and  Sanitary 
replacement  dwellings  will  be  available 
to  displaced  persons;  and  (iv)  full  fimd- 
ing  of  the  required  relocation  payments 
and  assistance  unless  other  commit- 
moits,  satisfactory  to  HUD,  have  been 
made  for  the  fimding  of  such  payments 
and  assistance.  In  the  latter  case,  the 
PHA  shall  specify  such  other  commit¬ 
ments.  (In  the  case  of  a  Private-Owner 
Project  or  a  Private-Owner/PHA  Project, 
the  Uniform  Relocation  Assistance  and 
Reali  Property  Acquisition  Policies  Act  of 
1970  is  inapplicable.) 

(7)  Submission  of  an  Affirmative  Fair 
Housing  Marketing  Plan  if  the  Proposal 
is  for  ftve  (5)  or  more  imits  together  with 
a  statement  of  the  affirmative  actions  the 
Owner  intends  to  take  to  provide  the  op¬ 
portunity  to  apply  for  units  in  the  pro¬ 
posed  project  to  persons  expected  to  re¬ 
side  in  the  community  as  a  result  of  cur- 
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rent  or  planned  employment,  as  indicat¬ 
ed  in  the  Local  Housing  Assistance  Plan. 
Elxamples  of  such  efforts  include:  partic¬ 
ipation  in  regional  or  semi-regional  ap¬ 
plication  pools;  establishment  of  a  refer¬ 
ral  system  with  PHAs  and  other  Section 
8  Owners/managers  in  surounding  ju¬ 
risdictions;  contacts  with  and  provision 
of  information  about  the  project  to  local 
industries  and  their  employees. 

(8)  Submissions  as  required  by  HUD 
regulations  and  other  requirements  pur¬ 
suant  to  section  3  of  the  Housing  and 
Urban  Development  Act  of  1968. 

(9)  The  identity  of  the  Owner,  de¬ 
veloper,  builder,  architect,  and  managing 
agent  (if  any) ;.  the  qualifications  and 
experience  of  each;  and  the  names  of 
officials  and  principal  members,  share¬ 
holders  and  investors,  and  other  parties 
having  substantial  interest,  and  the  prior 
participation  of  each  in  HUD  programs, 
using  the  prescribed  form. 

(10)  Submission  of  evidence  of  man¬ 
agement  capability  and  «  proposed  man¬ 
agement  plan  and  a  certification  by  the 
Owner  and  the  managing  agent,  if  any. 
in  a  format  acceptable  to  HUD;  or,  if 
the  proposal  is  for  less  than  15  units,  evi¬ 
dence  of  capability  of  providing  the  re¬ 
quired  management  and  maintenance 
services.  If  the  Owner  proposes  to  con¬ 
tract  with  another  entity,  including  a 
PHA,  for  management  and/or  mainte¬ 
nance  services  for  the  project,  a  copy  of 
the-  proposed  contract(s)  shall  be 
included. 

(11)  Submission  of  the  form  of  Lease 
the  Owner  proposes  to  use.  which  shall 
be  in  accordance  with  §  880.219. 

(12)  A  statement  of  any  changes  in  the 
proposed  method  and  terms  of  financing 
and  other  related  Information  which  the 
Owner  submitted  as  part  of  the  Prelim¬ 
inary  Proposal  (see  §  880.205(m) ),  or  a 
statement  that  there  Is  no  change.  If  the 
Owner  intends  to  use  FHA  mortgage  in¬ 
surance,  an  application  for  a  Conditional 
or  Firm  Commitment  on  the  prescribed 

‘Torm  shall  be  completed  and  submitted 
with  the  prescribed  fee  with  the  Final 
Proposal  i^ess  this  was  previously  dcme. 
If  the  Owner  intends  to  use  the  FmHA 
sec.  515  Rural  Rental  Housing  Program, 
a  copy-  of  the  appropriate  form  indicat¬ 
ing  the  results  of  the  FmHA  review  of  the 
preapplication,  shall  be  submitted  with 
the  Final  Proposal. 

(13)  Evidence  that  the  proposed  con¬ 
struction  is  permissible  under  the  appli¬ 
cable  zoning  ordinances  or  regulations; 
or  a  statement  of  the  proposed  action  to 
make  the  construction  permissible  and 
the  basis  for  belief  that  such  actlcm  will 
be  successfully  completed  prior  to  sub¬ 
mission  of  the  architect’s  certification 
pursuant  to  §  880.211(b). 

(14)  The  anticipated  time  required 
for  completion  of  the  project  after  Uie 
Agreement  is  signed  (if  the  project  is  to 
be  completed  in  stages.  Identification  of 
the  units  comprising  each  stage  and  the 
estimated  dat^  for  commencement  and 
completion  of  each  stage) . 

(b)  Consistency  voith  Preliminary 
Proposal.  The  Final  Proposal  shall  be 
consistent  with  the  HUD  approved  Pre¬ 


liminary  Proposal.  Any  material  devia¬ 
tions  from  the  Preliminary  ^Proposal  in 
the  Final  Proposal  will  cause  reconsider¬ 
ation  by  HUD  of  such  Final  Proposal  and 
may  result  in  its  rejection.  However,  the 
Owner  may  request,  with  the  submission 
of  his  Final  Proposal  or  architect’s  cer¬ 
tification,  an  Increase  in  Contract  Rents 
over  those  approved  in  the  Preliminary 
Proposal;  and  HUD,  in  its  discretion, 
may  approve  such  an  increase  if  HUD 
determines  that  its  previous  findings  re¬ 
garding  the  reasonableness  of  rents  were 
in  error  because  of  increases  in  con¬ 
struction  costs,  real  property  taxes, 
utility  rates  or  similar  costs  (i.e.,  as¬ 
sessments,  and  utilities  not  covered  by 
regulated  rates)  in  excess  of  those  taken 
into  account  by  HUD  in  determining  the 
reasonableness  of  the  Contract  Rents 
proposed  in  the  Preliminary  Proposal; 
provided,  however,  that  the  increased 
Contract  Rents  may  not  exceed  either 
the  Fair  Market  Rent  limitations,  or  the 
Contract  Rents  initially  proposed  by  the 
Owner  in  his  Preliminary  Proposal.  The 
Owner  shall  support  his  request  with 
dociunentation  evidencing  the  Increases 
in  such  costs. 

§  880.210  Evaluation  of  final  proposals. 

(a)  Evaluation  of  Final  Proposals  by 
HUD.  Each  Final  Proposal  will  be  eval¬ 
uated  by  HUD  to  determine  that  the 
provisions  of  this  Part  have  been  com¬ 
plied  with  and  that  such  Final  Proposal 
is  consistent  with  the  Preliminary 
Proposal. 

(b)  Clarifications  or  Modifications. 
HUD  may  request  clarification  of  indi¬ 
vidual  items,  additional  Information,  or 
modifications  of  the  Final  Proposal. 

(c)  HUD  Determination.  HUD  shall 
notify  the  Owner  (and  the  PHA,  if  appli¬ 
cable)  that  the  Final  Proposal  is: 

(1)  Approved. 

(2)  Approvable  only  if  specified  de¬ 
ficiencies  are  corrected  and  that  HUD 
will  approve  the  Final  Proposal  if  it  re¬ 
ceives  within  a  specified  time  evidence  of 
such  necessary  corrections. 

(3)  Not  approved.  If  a  Pinal  Proposal 
is  not  approved  or  if  the  conditions  for 
approval  imder  paragraph  (c)  (2)  of  this 
section  are  not  met,  HUD  shall  so  advise 
the  Owner  and  may  request  the  prepara¬ 
tion  of  a  Final  Proposal  (s)  with  respect 
to  the  highest  ranking  Preliminary  Pro¬ 
posal  (s)  not  previously  selected,  or  may 
issue  another  Invitation  for  Preliminary 
Proposals. 

(d)  Notification.  ’The  appropriate  A- 
95  Clearinghouses  and  the  unit  of  general 
local  government  shall  be  notified  by 
HUD  of  its  final  action. 

§  880.211  Owner's  acceptance  of  notifi¬ 
cation  and  submission  of  architect's 
edification. 

(a)  Owner’s  Acceptance.  Upon  receipt 
by  the  Owner  of  the  notification  of  ap¬ 
proval  of  the  Final  Proposal,  the  Owner 
shall  return  to  HUD  a  copy  indicating 
his  acceptance  within  the  time  prescribed 
in  such  notification  (copy  to  the  PHA, 
if  applicable).  If  the  Owner  does  not 
accept  the  notification  by  the  date  speci¬ 


fied,  HUD  may  rescind  the  notification 
and  proceed  in  accordance  with  f  880.210 

(c)(3). 

(b)  Architect’s  Certification.  (1)  Be¬ 
fore  an  Agreement  may  be  entered  into 
(or,  where  applicable,  an  ACC  and  an 
Agreement),  the  Owner  shall  submit  to 
HUD  the  architect’s  certification  on  the 
prescribed  form.  Such  certification  shall 
be  made  by  the  architect  responsible  for 
the  preparation  of  the  working  drawings 
and  specifications. 

(2)  The  architect’s  certification  shall 
state  that,  to  the  best  of  the  architect’s 
knowledge,  belief,  and  professional  judg¬ 
ment,  (i)  the  working  drawings  and 
specifications  are  consistent  with  the  ap¬ 
proved  Pinal  Proposal  (including  any 
modifications  reqffired  by  HUD  in  its 
review  of  the  Pinal  Proposal),  and  (ii) 
the  proposed  construction  in  accordance 
with  these  plans  and  specifications  i.s 
permissible  under  the  applicable  zoning, 
building,  housing,  and  other  codes, 
ordinances  or  regiilations,  as  modified  by 
any  waivers  obtained  from  the  appro¬ 
priate  officials.  This  certification  shall 
also  cover  compliance  with  the  appro¬ 
priate  Minimiun  Property  Standards  and 
other  standards,  guidelines  and  criteria 
applicable  pursuant  to  §  880.111(b),  ex¬ 
cept  that  in  the  case  of  mobile  homes 
the  architect  shall  furnish  certification 
by  the  manufacturer  that  the  mobile 
homes  will  comply  with  the  American 
National  Standards  Institute  Standard 
No.  A-119.1,  or  applicable  State  stand¬ 
ards,  in  accordance  with  applicable  HUD 
regulations  as  to  certification  and  stand¬ 
ards  issued  pursuant  to  Title  I  of  the 
National  Housing  Act,  24  CFR  201.520-1. 

(3)  One  copy  of  the  certified  working 
drawings  and  specifications  shall  be  sub¬ 
mitted  with  the  architect’s  certification 
to  HUD;  provided,  however,  that  receipt 
and  ret^tion  by  HUD  of  these  working 
drawings  and  specifications  shall  not  de¬ 
note  or  constitute  HUD  review  or  ap¬ 
proval  of  such  drawings  or  specifications. 

(4)  If  the  Owner  fails  to  submit  the 
certification  by  the  date  specified  In  the 
notification,  HUD  shall  rescind  the  noti¬ 
fication  (and  may  proceed  in  accordance 
with  §  880.210(c)  (3)  unless  it  deter¬ 
mines  that  a  reasonable  extension  of 
time  should  be  granted. 

§  880.212  Annual  Contributions  Contract 
and  Agreement  (Private-Owner/PHA 
Projects). 

(a)  Preparation  of  ACC.  After  receipt 
of  the  architect’s  certification  with  the 
working  drawings  and  specificatibns,  the 
HUD  field  office  shall  prepare  the  ACC, 
shown  as  Appendix  m.  The  ACC  shall 
be  transmitted  to  the  PHA  for  execution 
and  returned  to  HUD.  This  transmittal 
shall  advise  the  PHA  that  it  must  simul¬ 
taneously  submit  for  HUD  approval  its 
Initial  Estimate  of  Required  Annual 
Contributions  (Preliminary  Cc^ts)  and 
an  Estimate  of  Total  Required  Annual 
Contributions  (see  §  830.213) . 

(b)  Preparation  of  Agreement.  The 
Agreement  shall  be  prepared  by  the  HUD 
field  office  at  the  time  the  ACC  Is  pre¬ 
pared  (see  !  880.214) ,  and  shall  conform 
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to  the  prescribed  form  shown  as  Appen¬ 
dix  IV  to  this  part.  The  Agreement  shall 
include  all  required  information  and  re¬ 
quired  atta(^unents. 

(c)  Execution  of  ACC  and  Agreement. 
After  receipt  of  the  PHA-executed  ACC, 
aoctanpanied  by  the  Estimates  of  Re¬ 
quired  Annual  Contributicms,  HUD  shall 
review  the  Estimates  and,  if  apiMwed, 
execute  the  ACC,  HUD  shall  then  trans¬ 
mit  a  fully  executed  copy  of  the  ACC  to 
the  PHA,  together  with  four  copies  of  tiie 
unexecuted  Agreement.  After  execution 
of  the  Agreement  by  the  PHA  and  the 
Owner,  all  c<K>ie6  shall  be  returned  by  the 
PHA  to  HUD  for  approval.  HUD  shall 
retiun  three  copies  to  the  PHA,  retain¬ 
ing  one  copy  for  its  records. 

§  880.213  Submission  of  estimates  of 
required  annual  eontributions  (pri- 
vate-owner/PHA  projects). 

(a)  Initial  Submission.  An  allowance 
may  be  provided  for  preliminary  costs 
incurred  by  the  PHA  prior  to  the  begin¬ 
ning  of  the  first  fiscal  year.  When  the 
ACC  is  executed  by  the  PHA,  it  shall  sub- 
,mit  an  Initial  Estimate  of  Required  An¬ 
nual  Contributions  (Preliminary  Ck)8ts) 
together  with  an  Estimate  of  Total  Re¬ 
quired  Annual  Contributitms  on  the  pre¬ 
scribed  forms.  This  submission  includes 
estimates  costs  oi  administration  and 
ncm-expendable  equipment  up  to  the  be¬ 
ginning  of  the  first  fiscal  year. 

(b)  First  Fiscal  Year  Submission.  Not 
earlier  than  150  and  not  later  than  90 
days  prior  to  the  estimated  date  ot  the 
beginning  oS  the  first  fiscal  year,  the  PHA 
Shull  submit  an  Estimate  of  Required 
Annual  Contributions  (Housing  Assist¬ 
ance  and  Administration)  covering  the 
estimated  amount  required  for  the  first 
fiscal  year  for  housing  assistance  pay¬ 
ments  and  for  the  fee  for  administra¬ 
tion  together  with  an  Estimate  of  Total 
Required  Annual  Contributions. 

(c)  Subsequent  Fiscal  Year  Submis¬ 
sions.  Not  earlier  than  150  and  not  later 
than  90  days  prior  to  the  beginning  of 
each  sul^equent  fiscal  year,  the  PHA 
shall  sulHuit  an  Estimate  of  R^uired 
.Annual  Cmtrlbutions  (Housing  Assist¬ 
ance  and  Administration)  and  an  Esti¬ 
mate  of  Total  Required  Annual  Ocm- 
trlbutions,  with  supporting  documenta¬ 
tion,  for  any  requested  changes  in  the 
amount  of  housi^  assistance  pasrments 
and  the  fee  for  administration. 

(d)  Revisions  of  Estimates.  Any  of  the 
above  Estimates  may  be  revised  to  refiect 
changes  in  circumstances  and  available 

(e)  HUD  ApprovaL  All  Estimates  of 
Required  Annual  Contributions  and  any 
revisions  thn^to  submitted  by  the  PHA 
shall  be  subject  to  HUD  ai^ovaL 

§  880.214  Preparatioii  and  exccotion  of 
agreeaaent  (Prirale-Owiier  and  PHA- 
Owncr  Projects). 

After  receipt  of  a  copy  of  the  aco^>ted 
notification,  the  architect’s  carUflcatlon 
and  the  woittog  drawings  and  specifica¬ 
tions.  the  HDD  field  <rfBce  shall  prepare 
the  Agreement  In  the  prescribed  tonn 
shown  as  Appendix  1  to  this  pari  The 
Agreement  shall  Indude  aO  required  In¬ 


formation  and  required  attachments. 
HUD  shall  transmit  to  the  Owner  three 
copies  of  the  unexecuted  Agreement.  Af¬ 
ter  the  Owner  executes  an  copies  of  the 
Agreement,  he  shall  return  them  to  HUD. 
HUD  shall  execute  the  Agreement,  re¬ 
turning  cme  copy  to  the  Owner  and  re¬ 
taining  two  copies  for  its  records. 

§  880.215  Construction  period. 

(a)  Timely  performance  of  work.  Af¬ 
ter  execution  of  the  Agreement,  the 
Owner  shall  pitmiptly  proceed  with  con¬ 
struction  as  provided  in  the  Agreement 
In  the  event  the  work  is  not  so  com¬ 
menced,  dUigently  continued,  and/or 
ccanideted,  HUD  (or  the  PHA  with  HUD 
approval,  as  appropriate)  shall  have  the 
ri^t  to  rescind  the  Agreement,  or  take 
other  appropriate  action. 

(b)  Delays.  Although  extensions  of 
time  may  be  granted  for  the  reasons 
specified  in  the  Agreement,  no  increases 
in  Ccmtract  Rents  may  be  granted  on 
that  accoimt. 

(c)  Changes.  The  Owner  shall  submit 
for  HUD  approval  any  changes  from 
the  approved  Final  Proposal  which  would 
materially  reduce  or  alter  his  obligations 
or  any  changes  which  would  alter  the 
design  or  materially  reduce  the  quality 
or  amoiities  of  the  project.  HUD  may 
condition  its  approval  of  such  changes 
on  a  reduction  of  Contract  Rents.  If  such 
changes  are  made  without  prior  HUD 
approval,  HUD  may  determine  that  Con¬ 
tract  Rents  shall  be  reduced  or  that  the 
Owner  shall  remedy  the  deficiency  as  a 
condition  for  acceptance  of  the  project. 
Contract  Rents  may  not  be  increased  by 
reason  of  any  changes  or  modifications 
except  those  required  by  changes  in  local 
codes  or  ordinances  made  subsequent  to 
execution  of  the  Agreement,  and  then 
only  if  HUD  aiHiroval  is  obtained  prior 
to  incorporation  of  any  such  changes  in 
the  project. 

(d)  Inspection  of  HUD-FHA  Insured 
Projects.  For  projects  financed  with 
HUD-FHA  insiu^  mortgages,  required 
HUD  inspection  procediures  shall  be  fol¬ 
lowed  including  compliance  with  equal 
opportunity  requirements. 

(e)  Equal  Opportunity  Review.  Equal 
opportunity  review  may  be  conducted 
with  any  scheduled  HUD  inspection  or 
at  any  other  time  deemed  advisable  by 
HUD. 

(f )  Commencement  of  Marketing.  The 
Owner  shall  commence  and  diligently 
continue  marketing  as  soon  as  possible, 
but  in  any  event  no  later  than  90  days 
prior  to  the  estimated  completion  date. 
The  Owner  shall  notify  HUD  (or  the  PHA 
in  the  case  of  a  Private-Owner/PHA 
Project)  of  the  date  of  commencement 
of  marketing.  The  Owner  shall  also  enn- 

with  all  rqxHrting  requirements  un¬ 
der  the  Affirmative  Fair  Housing  Market¬ 
ing  Regulations.  Not  later  than  30  days 
prior  to  the  e^imated  completion  date 
R-n/1  periodically  thereafter,  the  Owner 
Khali  notify  HUD  (or  the  PHA  in  the  case 
of  a  Prlvate-Owner/PHA  Project) 
any  units  which  he  anticipated  will  be 
vacant  on  the  effective  date  of  the  Con¬ 
tract.  At  the  time  the  Contract  is  exe¬ 
cuted  (see  §  880.217) .  the  Owner  win  be 


required  to  submit  a  list  of  the  dwelling 
units  leased  as  of  the  effective  date  of  the 
Ccmtract  and  a  list  of  the  units  not  so 
leased,  if  any.  The  Owner  will  be  entitled 
to  housing  assistance  payments  for  any 
unleased  units,  pinrsuant  to  Sec.  880.107 
(b)  only  if  he  has  fully  complied  with 
the  req)iirements  of  that  section  and  of 
this  paragraph. 

§  880.216  Projrct  completion. 

(a)  Notification  of  Completion.  The 
Owner  shall  notify  HUD  (with  a  copy  to 
the  PHA  in  the  case  of  a  Private-Owner/ 
PHA  Project)  when  the  work  is,  com¬ 
pleted  and  shall  submit  to  HUD  the  evl- 
d«ice  of  completion  described  in  para¬ 
graph  (b)  of  this  section. 

(b)  Evidence  of  Completion.  Comple¬ 
tion  of  the  project  shall  be  evidenced 
by  furnishing  HUD  with  all  of  the  fol¬ 
lowing: 

(1)  A  set  of  as-built  drawings. 

(2)  A  certificate  of  occupancy  and/or 
other  official  approvals  necessary  for  oc¬ 
cupancy. 

(3)  A  certification  by  the  Owner,  which 
will  be  suK>orted  by  the  Owner’s  war¬ 
ranty  in  the  C(»)tract  that: 

(i)  The  project  has  been  completed  in 
accordance  with  the  requirements  of  the 
Agreement; 

(ii)  The  project  is  in  good  and  ten- 
antable  condition; 

(iii)  There  are  no  defects  or  deficien¬ 
cies  in  the  project  except  for  ordinary 
punchlist  items,  or  incomplete  work 
awaiting  seasonal  opportunity  such  as 
landscaping  and  heating  system  test 
(such  excepted  items  to  be  specified) ; 

(iv)  Tho’e  has  been  no  change  in  the 
evidence  of  management  capability  or 
in  the  proposed  manag^nent  program 
(if  one  was  required)  specified  in  his 
Final  Proposal  other  than  changes  ap¬ 
proved  in  writing  by  HUD  in  accordance 
with  the  Agreement;  and 

(v)  He  has  complied  with  the  provi¬ 
sions  of  the  Agreement  relating  to  the 
payment  of  not  less  than  prevailing  wage  • 
rates  and  that  to  the  best  of  his  knowl¬ 
edge  and  belief  there  are  no  claims  of 
imderpayment  in  alleged  violation  of 
said  provisions  of  the  Agreement.  In 
the  event  there  are  any  such  pending 
claims  to  the  knowledge  of  the  Owner, 
HUD,  or  the  PHA  (if  appUcable).  the 
Owner  shall  be  required  to  idace  a  suffi¬ 
cient  amoimt  in  escrow,  as  detomlned 
by  HUD.  to  assure  such  payments.  ' 

(4)  A  certification  by  the  registered 
architect  responsible  for  ixispeoUon  of 
construction  that  such  inspection  was 
performed  by  him  or  imder  his  super¬ 
vision  with  the  frequency  and  thorough¬ 
ness  required  by  the  generally  accepted 
standards  of  professimuJ  care  and  judg¬ 
ment.  and  that  to  the  best  of  his  ktK>wl- 
edge,  belief,  and  professional  judgment: 

(i)  The  project  has  been  completed  in 
coi^ormance  with  the  certified  working 
drawings  and  specifications  for  the  proj¬ 
ect  or  iq^prov^  changes  thereto  (such 
changes  to  be  listed) ; 

(ii)  The  project  is  in  good  and  tenant- 
able  condition; 

(iii)  There  are  no  defects  or  deficien¬ 
cies  in  the  project  except  for  ordinary 
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punchlist  items,  or  incomplete  work 
awaiting  seasonal  opportunity  such  as 
landscaping  and  heating  system  test 
(such  excepted  items  to  be  specified) ; 
and 

(iv)  The  project  has  been  constructed 
in  accordance  with  applicable  zoning, 
building,  housing,  and  other  codes,  ordi¬ 
nances  or  regulations,  as  modified  by 
any  waivers  obtained  from  the  appro¬ 
priate  ofBcials. 

(c)  Review  and  Inspection.  (1)  Within 
ten  working  days  of  the  receipt  of  the 
evidence  of  completion,  HUD  shall  re¬ 
view  the  evidence  of  completion  for  com¬ 
pliance  with  paragraph  (b)  of  this  sec¬ 
tion. 

(2)  Within  the  same  time  period,  a 
HUD  representative  (accompanied  by  a 
PHA  representative,  if  applicable)  shall 
inspect  the  project  in  a  manner  sufficient 
to  enable  the  inspector  to  report  that  he 
has  inspected  the  observable  elements 
and  features  of  the  project  in  accordance 
wiUi  professional  standards  of  care  and 
judgment  and  that,  on  the  basis  of  the 
inspection,  the  project  has  been  com¬ 
pleted  in  accordance  with  the  Agreement 
and  that  there  are  no  observable  condi¬ 
tions  inconsistent  with  the  evidence  of 
completion,  including  the  certifications 
of  the  Owner  and  the  design  or  inspect¬ 
ing  architects.  If  the  inspection  discloses 
defects  or  deficiencies,  the  Inspector  shall 
report  these  with  sufficient  detail  and  in¬ 
formation  for  purposes  of  paragraphs 
(e)  (1)  and  (2)  of  this  section. 

(d)  Acceptance.  If  HUD  determines 
from  the  review  and  inspection  that  the 
project  has  been  completed  in  accord¬ 
ance  with  the  Agreement,  the  project 
shall  be  accepted. 

(e)  Acceptance  where  defects  or  defi¬ 
ciencies  reported.  If  the  project  is  not  ac¬ 
ceptable  imder  paragraph  (d)  of  this  sec¬ 
tion,  the  following  shall  apply: 

(1)  If  the  only  defects  or  deficiencies 
are  pimchlist  items  or  incomplete  items 
awaiting  seasonal  opportunity,  the  proj¬ 
ect  may  be  accepted  and  the  Contract  ex¬ 
ecuted.  If  the  Owner  fails  to  complete  the 
items  within  a  reasonable  time  to  the 
satisfaction  of  HUD  (and  the  PHA,  if 
applicable).  HUD  may,  upon  30  days 
notice  to  the  Owner  (and  the  PHA,  if 
applicable) .  terminate  the  Contract 
and/or  exercise  its  other  rights  there- 
imder  or,  if  the  Contract  is  with  a  PHA. 
cancel  its  approval  of  the  Contract  and 
require  its  termination  and/or  exercise 
its  other  rights  under  the  Contract  and 
the  ACC. 

(2)  If  the  defects  or  deficiencies  are 
other  than  pimchlist  items  or  incomplete 
work  awaiting  seasonal  opportunity, 
HUD  shall  determine  whether  and  to 
what  extent  the  defects  or  deficiencies 
can  be  corrected,  what  corrections  are 
essential  to  permit  HUD  to  acc^t  the 
project,  whether  and  to  what  extent  a 
reduction  of  Contract  Rents  will  be  re¬ 
quired  as  a  condition  to  acceptance  of 
the  project,  and  the  extension  of  tinw  re¬ 
quired  for  the  remaining  worii  to  be  done. 
The  Ownor  (and  the  PHA.  If  applicable) 
shall  be  notified  of  HUD’S  determina¬ 
tions  and.  U  he  agrees  to  comply  with  the 
conditions,  an  agreement  shall  be  entered 


into  pursuant  to  which  the  defects  or  de¬ 
ficiencies  will  be  corrected  and  the  proj¬ 
ect  then  accepted.  If  the  Owner  is  un¬ 
willing  to  enter  Into  such  agreement  or  if 
he  fails  to  perform  the  agreement,  the 
project  shall  not  be  accepted. 

(f)  Notification  of  Nonacceptance.  If 
HUD  determines  that,  based  on  the  re¬ 
view  of  the  evidence  of  completion  and 
inspection,  the  project  cannot  be  ac¬ 
cepted,  the  Owner  shall  be  promptly 
notified  of  this  decision  and  the  reasons. 

(g)  Arbitration.  In  the  event  the 
Owner  disputes  HUD  determinations,  he 
may  submit  the  controversy  to  third- 
party  arbitration  at  his  expense,  pro¬ 
vided  that  the  arbitration  is  advisory 
only. 

(h)  Completion  in  Stages.  If  the  proj¬ 
ect  is  to  be  completed  in  stages,  the  pro¬ 
cedures  of  this  section  shall  apply  to  each 
stage. 

§  880.217  Execution  of  Housing  .Lssist- 
anre  Payments  Contract. 

(a)  Time  of  Execution.  Upon  accept¬ 
ance  of  the  project  by  the  Government 
pursuant  to  §  880.216,  the  Contract  shall 
be  executed  first  by  the  Owner  and  then 
by  HUD,  or,  in  the  case  of  a  Private- 
Owner/PH  A  Project,  executed  by  the 
Oamer  and  the  PHA  and  then  approved 
by  HUD. 

(b)  Unleased  Units.  At  the  time  of  ex¬ 
ecution  of  the  Contract,  HUD  (or  the 
PHA,  as  appropriate)  shall  examine  the 
lists  of  dwelling  units  leased  and  not 
leased,  referred  to  in  §  880.215(f),  and 
shall  determine  whether  or  not  the 
Owner  has  met  his  obligations  under  that 
section  with  respect  to  any  unleased 
units.  HUD  (or  the  PHA,  as  apprtH>riate) 
shall  state  in  writing  its  determination 
with  respect  to  the  unleased  units  and 
for  which  of  those  units  it  will  make 
housing  assistance  payments.  The  Owner 
shall  indicate  in  writing  his  concurrence 
with  this  determination  or  his  disagree¬ 
ment,  reserving  his  rights  to  claim  hous¬ 
ing  a^stance  pa3rments  for  the  unleased 
units  pursuant  to  the  Contract,  without 
prejudice  by  reason  of  his  signing  the 
Contract.  Copies  of  all  documents  re¬ 
ferred  to  this  paragraph  shall  be  fur¬ 
nished  to  HUD  in  the  case  of  a  Private- 
Owner/PHA  Project. 

§  880.218  Marketing. 

(a)  Compliance  with  Equal  Opportun¬ 
ity  requirements.  Marketing  of  units  and 
selection  of  Families  by  the  Owner  shall 
be  in  accordance  with  the  Owner’s  HUD- 
approved  Affirmative  Fair  Housing  Mar¬ 
keting  Plan,  if  required,  and  with  all 
regulations  relating  to  fair  housing  ad¬ 
vertising  including  use  of  the  equal  op¬ 
portunity  logotype,  statement,  and  slogan 
In  all  advertising.  Projects  shall  be  man¬ 
aged  and  operated  without  regard  to 
race,  color,  creed,  religion,  sex,  or  na¬ 
tional  origin. 

(b)  Eligibility,  selection  and  admission 
of  Families.  (1)  The  Owner  shaU  be  re¬ 
sponsible  for  determination  of  eligibility 
of  applicants,  selection  of  families  from 
among  those  determined  to  be  ellgiUe, 
and  computation  of  the  amount  of  hous¬ 
ing  assignee  payments  on  behalf  of 


each  selected  Family,  in  accordance  with 
schedules  and  criteria  established  by 
HUD;  provided  that  in  establishing  cri¬ 
teria  for  the  selection  of  applicants,  no 
local  residency  requirements  or  priority 
systems  relating  to  place  of  residence 
may  be  applied  to  applicants  who  are 
working  in  the  community. 

(2)  For  every  family  that  applies  for 
admission,  the  Owner  and  the  applicant 
shall  complete  and  sign  the  form  of  ap¬ 
plication  prescribed  by  HUD,  except  that 
if  there  are  no  vacant  units  and  the 
Owner’s  waiting  list  is  such  that  there 
would  be  an  unreasonable  length  of  time 
before  the  applicant  could  be  admitted, 
the  Owner  may  advise  the  applicant  that 
the  Owner  is  not  accepting  applications 
for  that  reason.  ’The  Owner  shall  retain 
copies  of  all  completed  applications  to¬ 
gether  with  any  related  correspondence 
for  three  years.  POr  each  Family  selected 
for  admission,  the  Owner  shall  submit 
one  copy  of  the  completed  and  signed  ap¬ 
plication  to  the  HUD  filed  office  (in  the 
case  of  Private-OwnerTHA  Projects,  the 
Owner  simultaneously  shall  send  a  copy 
of  the  form  to  the  PHA) .  Housing  assist¬ 
ance  payments  will  not  be  made  on  behalf 
of  an  admitted  Family  qntil  after  this 
copy  has  been  received  by  the  HUD  field 
office  (or,  in  the  case  of  Private-Owner/ 
PHA  Projects,  imtil  the  copy  has  been 
received  b  ythe  PHA  with  a  certification 
by  the  Owner  that  he  has  sent  a  copy  to 
HUD). 

(3)  If  the  Owner  determines  that  the 
applicant  is  eligible  on  the  basis  of  In¬ 
come  and  family  composition  and  is 
otherwise  acceptable  but  the  Owner  does 
not  have  a  suitable  unit  to  offer,  the 
Owner  shall  place  such  Family  on  his 
waiting  list  and  so  advise  the  Family. 

(4)  If  the  Owner  determines  that  the 
applicant  is  eligible  on  the  basis  of  In¬ 
come  and  family  composition  and  is 
otherwise  acceptable  and  if  the  Owner 
has  a  suitable  unit,  the  Owner  and 
the  Family  shall  enter  into  a  Lease.  Such 
Lease  shall  be  on  the  form  of  Lease  in¬ 
cluded  In  the  Owner’s  approved  Final 
Proposal  and  shall  otherwise  be  in  con¬ 
formity  with  the  provisions  of  this  Part. 

(5)  Records  on  applicant  families  and 
approved  Families  shall  be  maintained 
by  the  Owner  so  as  to  provide  HUD  with 
racial,  ethnic  and  gender  data  and  shall 
be  retained  by  the  Owner  for  three 
years. 

(6)  In  the  case  of  a  PHA-Owner 
project,  (i)  if  the  PHA  places  a  Family 
on  its  waiting  list,  it  shall  notify  the 
Family  of  the  approximate  date  of  avail¬ 
ability  of  a  suitable  unit  insofar  as 
such  date  can  be  reasonably  determined, 
and  (ii)  if  the  PHA  determines  that  an 
applicant  is  ineligible  on  the  basis  of 
Income  or  family  composition,  or  that 
the  PHA  is  not  selecting  the  applicant 
for  other  reasons,  the  PHA  shall 
promptly  send  the  applicant  a  letter 
notifying  him  of  the  determination  and 
the  reasons  and  that  the  applicant  has 
the  right  within  a  reasonable  time 
(specified  in  the  letter)  to  request  an  in¬ 
formal  hearing.  If.  after  conducting  such 
an  Infonnal  hearing,  the  FHA  deter¬ 
mines  that  the  applicant  shall  not  be 


FIOBIAL  RMISm,  VOL.  41,  NO.  tl— MONDAY,  AMIL  26,  1V76 


17484 


RULES  AND  REGULATIONS 


admitted,  the  PHA  shall  so  notify  the 
applicant  in  writing  and  such  notice 
shall  Inform  the  applicant  that  he  has 
the  right  to  request  a  review  by  HUD  of 
the  PHA’s  determination.  The  proce¬ 
dures  of  this  subparagraph  do  not  pre¬ 
clude  the  applicant  from  exercising  his 
other  rights  if  he  believes  he  is  being  dis¬ 
criminated  against  on  the  basis  of 
race,  color,  creed,  religion,  sex,  or  na¬ 
tion^  origin.  The  PHA  shall  retain  for 
three  years  a  copy  of  the  application,  the 
letter,  the  applicant’s  response  if  any, 
the  record  of  any  informal  hearing,  and 
a  statonent  of  final  disposition. 

§  880.219  Loasr  roquirements. 

The  Lease  shall  contain  all  required 
provisions  specified  in  paragraph  (b)  of 
this  section  and  none  of  the  prohibited 
provisions  listed  in  paragraph  (c)  of  this 
section  and  shall  otherwise  conform  to 
the  form  of  Lease  included  with  the 
Owner’s  approved  Pinal  Proposal. 

(a)  Term  of  Lease:  The  term  of  the 
Lease  shall  be  for  not  less  than  one  year. 
’The  Lease  may  (or,  in  the  case  of  a  Lease 
for  a  term  of  more  than  one  year,  shall) 
contain  a  provision  permitting  termina¬ 
tion  upon  30  days  advance  voitten  notice 
by  either  party. 

(b)  Required  Provisions.  The  Lease 
between  the  Owner  (Lessor)  and  the 
Family  (Lessee)  shall  contain  the  fol¬ 
lowing  provisions; 

Addendum  to  Lease 

The  following  additional  Lease  provisions 
are  incorporate  in  full  in  the  Lease  between 

_ _  (Lessor)  and__ _ 

_  (Lessee)  for  the  fol¬ 
lowing  dwelling  unit: _ 

In  case  of  any  conflict  betweeen  these  and 
any  other  provisions  of  the  Lease,  these  pro¬ 
visions  shall  prevail. 

a.  The  total  rent  shall  be  $ - 

per  month. 

b.  Of  the  total  rent,  $ - shall 

be  payable  by  or  at  the  direction  of  the  De¬ 
partment  of  Housing  and  Urban  Develop¬ 
ment  (“HUD”)  as  bousing  assistance  pay¬ 
ments  on  behalf  of  the  Lessee  and  $ - 

shall  be  payable  by  the  Lessee.  These 
amounts  shall  be  subject  to  change  by  rea¬ 
son  of  changes  in  the  Lessee's  family  income, 
family  composition,  or  extent  of  exceptional 
medical  or  other  unusual  expenses,  in  ac¬ 
cordance  with  HUD-established  schedules 
and  criteria;  or  by  reason  of  adjustment  by 
HDD,  or  the  PHA,  if  apprc^rlate,  of  any  ap- 
plicable  Allowance  for  Utilities  and  Other 
Services.  Any  such  change  shall  be  effective 
as  of  the  date  stated  in  a  notiflcatlon  to  the 
Lessee. 

c.  The  Lessor  shall  not  discriminate 
against  the  Lessee  in  the  provision  of  serv¬ 
ices,  or  in  any  other  manner,  on  the  grounds 
of  race,  color,  creed,  reUglon,  sex,  or  na¬ 
tional  origin. 

d.  Hie  Lessor  shall  provide  the  foUowing 
services  and  maintenance;  [Here  insert  the 
c(Mnplete  list  as  contained  in  the  approved 
Final  Pr<^>osal.] 

Lessor _ - 

By . - . 

Date _ - 

Lessee  _ 

Date . 

(c)  Prohibited  Provisions.  Lease 
clauses  which  fall  within  the  classifica¬ 
tions  listed  below  shall  not  be  included 
in  any  Lease. 


(1)  Confession  of  Judgment.  Prior 
consent  by  tenant  to  any  lawsuit  the 
landlord  may  bring  against  him  in  ccm- 
nection  with  the  Lease  and  to  a  judg¬ 
ment  in  favor  of  the  landlord. 

(2)  Distraint  for  Rent  or  Other 
Charges.  Authorization  to  the  landlord 
to  take  property  of  the  tenant  and  hold 
it  as  a  pledge  imtil  the  tenant  performs 
any  obligation  which  the  landlord  has 
determined  the  tenant  has  failed  to  per¬ 
form. 

(3)  Exculpatory  Clause.  Agreement  by 
tenant  not  to  hold  the  landlord  or  land¬ 
lord’s  agents  liable  for  any  acts  or  mnis- 
sions  whether  intentional  or  negligent 
on  the  part  of  the  landlord  or  the  land¬ 
lord’s  authorized  representative  or 
agents. 

(4)  Waiver  of  Legal  Notice  by  Tenant 
Prior  to  Actions  for  Eviction  or  Money 
Judgments.  Agreement  by  tenant  that 
the  landlord  may  institute  suit  without 
any  notice  to  the  tenant  that  the  suit  has 
been  filed. 

(5)  Waiver  of  Legal  Proceedings.  Au¬ 
thorization  to  the  landlord  to  evict  the 
tenant  or  hold  or  sell  the  tenant’s  pos¬ 
sessions  whenever  the  landlord  deter¬ 
mines  that  a  breach  or  default  has  oc¬ 
curred,  without  notice  to  the  tenant  or 
any  determination  by  a  court  of  the 
lights  and  liabilities  of  the  parties. 

(6)  Waiver  of  Jury  Trial.  Authoriza¬ 
tion  to  the  landlord’s  lawyer  to  appear  in 
court  for  the  tenant  and  to  waive  the 
tenant’s  right  to  a  trial  by  jury. 

(7)  Waiver  of  Right  to  Appeal  Ju¬ 
dicial  Error  in  Legal  Proceedings.  Au¬ 
thorization  to  the  landlord’s  lawyer  to 
waive  the  tenant’s  right  to  appeal  on  the 
groimd  of  judicial  error  in  any  suit  or  the 
tenant’s  right  to  file  a  suit  in  equity  to 
prevent  the  execution  of  a  judgment. 

(8)  Tenant  Chargeable  with  Costs  of 
Legal  Actions  Regardless  of  Outcome. 
Agreement  by  the  tenant  to  pay  at¬ 
torney’s  fees  or  other  legal  costs  when¬ 
ever  the  landlord  decides  to  take  action 
against  the  tenant  even  though  the  court 
finds  in  favor  of  the  tenant.  (Omission 
of  such  clause  does  not  mean  that  the 
tenant  as  a  party  to  a  lawsuit  may  not 
be  obligated  to  pay  attorney’s  fees  or 
other  costs  if  he  loses  the  suit.) 

§  880.220  Termination  of  tenancy. 

'The  Owner  shall  be  responsible  for 
termination  of  tenancies,  including  evic¬ 
tions.  However,  conditions  for  payment 
of  housing  assistance  payments  for  any 
resulting  vacancies  shall  be  as  set  forth 
in  1880.107(c)(1). 

§  880.221  Maintenance,  operation  and 
inspections. 

(a)  Maintenance  and  operation.  The 
Owner  shall  maintain  and  operate  the 
project  so  as  to  provide  Decent,  Safe,  and 
Sanitary  housliig  and  he  shall  provide  all 
the  services,  maintenance  and  utilities 
which  he  agrees  to  provide  under  the 
Contract,  subject  to  abatonent  of  hous¬ 
ing  assistance  payments  or  other  appli¬ 
cable  remedies  if  he  fails  to  meet  these 
obligations. 

(b)  Inspection  prior  to  occupancy. 
Prior  to  occupancy  of  any  unit  by  a  Fam¬ 


ily,  the  Owner  and  the  Family  shall  in¬ 
spect  the  unit  and  both  shall  certify,  on 
forms  prescribed  by  HDD,  that  they  have 
inspected  the  unit  and  have  determined 
it  to  be  Decent,  Safe,  and  Sanitary  in 
accordance  with  the  criteria  provided  in 
the  prescribed  forms.  Copies  of  these  re¬ 
ports  shall  be  kept  on  file  by  the  Owner 
for  at  least  three  years. 

(c)  Periodic  inspections.  HUD  (or  the 
PHA,  as  appropriate)  will  inspect  or 
cause  to  be  inspected  each  Contract  tmit 
and  related  facilities  at  least  annually 
and  at  such  other  times  (including  prior 
to  initial  occupancy  and  rerenting  of  any 
unit)  as  HUD  (or  the  PHA)  may  deter¬ 
mine  to  be  necessary  to  assure  that  the 
Owner  is  meeting  his  obligation  to  main¬ 
tain  the  units  in  Decent,  Safe,  and  Sani¬ 
tary  condition  and  to  provide  the  agreed 
upon  utilities  and  other  services.  HUD 
(or  the  PHA)  will  take  into  accoimt  com¬ 
plaints  by  occupants  and  any  other  in¬ 
formation  coming  to  its  attention  in 
scheduling  inspections  and  shall  notify 
the  Owner  and  the  Family  of  its  deter¬ 
mination. 

(d)  Units  not  decent,  safe,  and 
sanitary.  If  HUD  (or  the  PHA,  as  appro¬ 
priate)  notifies  the  Owner  that  he  has 
failed  to  maintain  a  dwelling  unit  in 
Decent,  Safe,  and  Sanitary  condition 
and  the  Owner  fails  to  take  corrective 
action  within  the  time  prescribed  in  the 
notice,  HUD  (or  the  PHA)  may  exercise 
any  of  its  rights  or  remedies  under  the 
Contract,  including  abatement  of  hous¬ 
ing  assistance  payments,  even  if  the 
Family  continues  to  occupy  the  unit.  If, 
however,  the  Family  wishes  to  be  re¬ 
housed  in  another  dwelling  unit  with 
section  8  assistance  and  HUD  (or  the 
PHA)  does  not  have  other  section  8  funds 
for  such  purposes,  HUD  (or  the  PHA) 
may  use  the  abat^  housing  assistance 
pasnnents  for  the  purpose  of  rehousing 
the  Family  in  another  dwelling  unit. 
Where  this  is  done,  the  Owner  shall  be 
notified  that  he  will  be  entitled  to  re- 
siunptlon  of  housing  assistance  payments 
for  the  vacated  dwelling  unit  if ; 

(1)  TTie  unit  is  restored  to  Decent, 
Safe,  and  Sanitary  condition; 

(2)  The  Family  is  willing  to  and  does 
move  back  to  the  restored  dwelling  unit; 
and 

(3)  A  deduction  is  made  for  the  ex¬ 
penses  incurred  by  the  Family  for  both 
moves. 

§  880.222  Reexaminalion  of  Family  In¬ 
come,  composition,  and  extent  of  ex¬ 
ceptional  medical  or  other  unusual 
expenses. 

Reexamination  of  Family  Income, 
composition,  mid  the  extent  of  medical 
or  other  unusual  expenses  incurred  by 
the  Family  shall  be  made  by  the  Owner 
at  least  annually  (except  that  such  re¬ 
views  may  be  made  at  intervals  no  longer 
than  two  years  in  the  case  of  elderly 
Families) ,  and  appropriate  redetermina- 
tlons  shall  be  made  by  the  Owner  of  the 
amount  of  the  Gross  Family  Contribu¬ 
tion  and.  the  amount  of  the  housing  as¬ 
sistance  payment,  an  in  accordance  with 
schedules  and  criteria  established  by 
inJD. 
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§  880.223  Overcrowded  and  underocni- 
pied  unite. 

If  HUD  or  the  PHA,  as  the  case  may 
be,  determines  that  a  Contract  unit  as¬ 
sisted  under  this  Part  is  not  Decent,  Safe, 
and  Sanitary  by  reason  of  increase  in 
Family  size,  or  that  a  Contract  unit  is 
larger  than  appropriate  for  the  size  of 
the  Family  in  occupancy,  housing  assist¬ 
ance  payments  with  respect  to  such  unit 
will  not  be  abated,  unless  the  Owner  fails 
to  offer  the  Family  a  suitable  unit  as 
soon  as  one  becomes  vacant  and  ready  for 
occupancy.  In  the  case  of  an  overcrowded 
unit,  if  the  Owner  does  not  have  any  suit¬ 
able  units  or  if  no  vacancy  of  a  suitable 
unit  occurs  within  a  reasonable  time, 
HUD  (or  the  PHA)  will  assist  the  Family 
in  finding  a  suitable  dwelling  unit  and 
reqxiire  the  Family  to  move  to  such  .a 
unit  as  soon  as  possible.  The  Owner  may 
receive  housing  assistance  payments  for 
the  vacated  unit  if  he  complies  with  the 
requirements  of  §  880.107(c)  (1). 

§  880.224  AdjuMment  of  allowance  for 
utilities  and  other  services. 

HUD  or  the  PHA,  as  the  case  may  be, 
shall  determine,  as  part  of  its  annual 
inspection  and  at  such  other  times  as  it 
deems  appr(H>riate.  whether  an  adjust¬ 
ment  is  required  in  the  Allowance  for 
Utilities  and  Other  Services  applicable 
to  the  dwelling  units  in  the  project,  on 
grounds  of  changes  in  utility  rates  or 
other  change  of  general  applicability  to 
all  units  in  the  project.  If  HUD  (or  the 
PHA)  determines  that  an  adjustment 
should  be  made,  HUD  (or  the  PHA)  shall 
prescribe  the  amount  of  the  adjustment 
and  direct  the  Owner  to  make  promptly 
a  corresponding  adjustment  in  the 
amount  of  rent  to  be  paid  by  the  affected 
Families  and  the  amount  of  housing 
assistance  payment. 

§  880.225  Continued  family  participa¬ 
tion. 

A  Family  must  continue  to  occupy  its 
approved  unit  to  remain  eligible  for  par¬ 


ticipation  in  the  Housing  Assistance  Pay¬ 
ments  Program  except  that  if  the  Family 

(a)  wishes  to  vacate  its  unit  at  the  end 
of  the  Lease  term  (or  prior  thereto  but 
in  accordance  with  the  provisions  of  the 
Lease),  or  (b)  is  required  to  move  for 
reasons  other  than  violation  of  the  Lease 
on  the  part  of  the  Family,  and  if  the 
Family  wishes  to  receive  the  benefit  of 
housing  assistance  payments  in  another 
approvable  imit,  the  Family  should  give 
reasonable  notice  of  the  circumstances 
to  HUD  or  to  the  PHA,  as  appropriate,  so 
that  HUD  or  ^e  PHA  may  have  the 
opportunity  .to  consider  the  Family’s 
request. 

§  880.226  Inapplicability  of  low-rent 
public  bousing  model  lea-ie  and  griev¬ 
ance  procedures. 

Model  lease  and  grievance  procedures 
established  by  HUD  for  PHA-owned  low- 
rent  public  housing  are  applicable  only  to 
PHA-Owner  Projects  under  the  Section 
8  Housing  Assistance  Payments  Program. 

§  880.227  Reduction  of  number  of  con¬ 
tract  units  for  failure  to  lease  to  eli¬ 
gible  families. 

(a)  If  at  any  time,  beginning  six 
months  after  the  effective  date  of  the 
Contract,  the  Owner  fails  for  a  contin¬ 
uous  period  of  six  months  to  have  at 
least  80  percent  of  the  Contract  units 
leased  or  available  for  leasing  by  Eligi¬ 
ble  Families,  HUD  (or  the  PHA  at  the 
direction  of  HUD,  as  appropriate)  may 
on  30  days  notice  reduce  the  number  of 
Contract  units  to  not  less  than  the  num¬ 
ber  of  units  \mder  lease  or  available  for 
leasing  by  Eligible  Families,  plus  10  per¬ 
cent  of  such  number  if  the  number  is 
10  or  more,  rounded  to  the  next  highest 
number. 

(b)  At  the  end  of  the  initial  term  of 
the  Contract  and  of  each  renewal  term, 
HUD  (or  the  PHA  at  the  direction  of 
HUD,  as  appropriate)  may.  by  notice  to 
the  Owner,  reduce  the  number  of  Con¬ 
tract  units  to  not  less  than  (1)  the  num. 


ber  of  units  under  lease  or  available  for 
leasing  by  Eligible  Families  at  that  time, 
or  (2)  the  average  number  of  units  so 
leased  or  available  for  leasing  during  the 
last  year,  whichever  is  the  greatest  num¬ 
ber,  plus  10  percent  of  such  number  if 
the  number  is  10  or  more,  rounded  to  the 
next  highest  number. 

(c)  HUD  wUl  agree  to  an  amendment 
of  the  ACC  or  the  Contract,  as  appro¬ 
priate,  to  provide  for  subsequent  restora¬ 
tion  of  any  reduction  made  pursuant  t  ■» 
paragraph  (a)  or  (b)  of  this  section  if 
HUD  determines  that  the  restoration  is 
justified  as  a  result  of  changes  in  demand 
and  in  the  light  of  the  Owner’s  record 
of  compliance  with  his  obligations  under 
the  Contract  and  if  annual  contributions 
contract  authority  is  available;  and  HUD 
will  take  such  steps  authorized  by  sec¬ 
tion  8(c)  (6)  of  the  Act  as  may  be  neces¬ 
sary  to  carry  out  this  assurance  (see 

880.105  and  880.106). 

§  880.228  Hl:D  review  of  eontrael  eoni- 
plianee. 

HUD  will  review  project  op«ation  at 
such  intervals  as  it  deems  ne^ssary  to 
ensure  that  the  Owner  is  in  full  com¬ 
pliance  with  the  terms  and  conditions  of 
the  Contract.  Equal  Opportunity  review 
may  be  conducted  with  the  scheduled 
HUD  review  or  at  any  time  deemed  ap¬ 
propriate  by  HUD. 

§  880.229  PHA  reporting  requireinent!). 
[  Reserved  1 

Appendices 

*  *  *  •  • 

Note:  It  Is  hereby  certified  that  the  eco¬ 
nomic  and  inflationary  impacts  of  this  reg¬ 
ulation  have  been  carefully  evaluated  in  ac¬ 
cordance  with  OMB  Circular  A-107. 

Effective  Date:  These  regulations  are 
effective  on  April  26,  1976. 

Carla  A.  Hills, 
Secretary  of  Housing 
and  Urban  Development. 
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